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Standard and Uniform Reports from Public Utilities 
Both Municipally and Privately Operated. 


By Harvey S. CHASE. 


It may be taken for granted that, theoretically at least, we are 
all in favor of standard and uniform reports from public utilities 
and municipal enterprises; that we appreciate the necessity for 
such reports and that we earnestly desire to see standard schedules 
authoritatively provided for them. Accepting this position, we 
may then address ourselves immediately to the practical difficul- 
ties, and the question arises, “ What obstacles must we first over- 
come before such standards can be provided, and, further, what 
authorities must: we invoke in order to have such forms accepted 
and used universally?” 

The authorities must evidently be invoked through statutory 
requirements of states. Illustrations are before us in the regula- 
tion of the accounts of gas companies and electric companies by 
Massachusetts, an example now followed by New York; also in 
the control of railroad reports by the Interstate Commerce Com- 
mission and by the railroad commissioners of various states. Still 
other examples are evident in the regulation of municipal accounts 
and reports by Ohio, Wyoming, New York, and now, under an 
act just passed, by Massachusetts. 

The authorities are therefore available and sufficient. Our 
next question, therefore, is, “ How can these authorities be in- 
structed and incited to action, and to action along uniform lines, 
which is fundamentally important?” Evidently a supreme author- 
ity as a leader is necessary. Have we such an authority and is it 
inclined and prepared to lead? In the writer’s opinion we have 
such an authority in the United States Census, and already this 


81 





The Journal of Accountancy. 


authority has surveyed the field, has sharpened the ploughs and is 
breaking up the ground. In fact, it has already run a number of 
remarkably straight and uniform furrows. In so important a 
question we may assure ourselves that where the United States 
Census leads, the state boards and municipalities will surely 
follow. 

The fundamental authorities being thus in evidence and in 
activity, we may properly devote our attention to the difficulties. 
What are these difficulties ? 

In an endeavor to get at some of these things at first hand and 
to make them clear to himself and to others in a practical way 
the writer has taken the best material available, namely, the annual 
returns by gas and electric companies and by municipal industries 
in Massachusetts, and has attempted to set up their financial 
transactions upon a standard schedule. 

For this schedule a form submitted at the recent conference 
called by the Census Bureau at Washington in February has been 
taken. This form had subsequently been discussed and amended 
by a special committee of the American Association of Public 
Accountants appointed for this purpose by the President of the 
Association. The deliberations of this committee are not yet com- . 
pleted, and it was for the purpose of furnishing material for addi- 
tional discussions in that committee as well as of preparing this 
article that the examination of these Massachusetts returns was 
undertaken. 

In order that there may be no misunderstanding I will state 
plainly that the forms here set forth have not been finally accepted 
by any individual or committee. They are tentative forms de- 
vised for the purpose in hand and subject to modification here- 
after. With this explanation the schedule may now be presented, 
mainly as a basis for further discussion. 

We will first consider the proper form for “ Revenue and 
Expense ” transactions of a public utility during the fise1) year, 
including in this item all revenues accrued during the year and all 
expenses incurred during the year. The fundamental items of such 
a statement are three: First, the revenue; second, all expenses 
which must be paid ultimately out of revenue; third, the excess 
(or deficiency) of revenue for the year and the disposition of it. 
My experience advises me to reverse this arrangement in part and 
to set forth “ Expense” first, followed by “ Revenue” and then 
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by the disposition of the excess, or deficiency. On this page 
is given a “ Suggested Form for Standard Schedule ” for financial 
statements of municipal enterprise and public service corporations, 
showing revenue and expense during the year: 


SUGGESTED FORM FOR STANDARD SCHEDULE. 
EXPENSE OF OPERATING. 


. Expense of manufacture 


Operation 
Maintenance 
Product purchased 
. Expense of Distribution 
Operation 


. General expense (salaries, office supplies. & expenses)... .$ 


Total (1, 2 and 3) 


. Taxes (real estate and other) 
. Franchise taxes (paid or accrued annually or otherwise) .. ‘: 
| ee: CUI OR iss cluccemewnberecssindetous 
. Insurance (fire, accident and fiduciary) 
Damages (including extraordinary legal and other expenses 
and losses) 
. Guaranty (bad debts written off and reserve for doubtful 


accounts ) . 
. Depreciation (deterioration written off and reserve for 
estimated depreciation) 


Total expense of operating 
REVENUE FROM OPERATING. 


Gross earnings from public services 
Gross earnings from private consum.ers 
Gross earnings from by-products, etc 


Deduct rebates, refunds, discounts, etc 
Total revenue from operating 


. Net Revenue from operating (or deficiency) 
. Other revenue, or income, net (from sources other than 


operating ) : teeee 
. Appropriations for operating, provided by the municipality 
from general funds 


Total available income 
DisPosITION OF AVAILABLE INCOME. 
. Interest on funded and floating debts 


Remainder of available income 


. Reserved for sinking funds 
. Reserved for amortization funds 
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14. Reserved for other funds 
Total Reserves 


15. Dividends (private plants) 
16. Appropriation to general city funds (public plants) 


Total disposition of available income 


Credit (or debit) balance transferable to “surplus”. ..$ 


The expenses of operating are set forth under ten headings. 
The first three are common both to publicly operated and to 
privately operated plants and are ordinarily set forth in the ac- 
counts of most plants. Items 4 to 10 are separately stated, but 
are also important elements of expense and all of them must ulti- 
mately be provided for out of the revenues of the plant. If these 
elements of expense are not properly provided for in this manner 
in the accounts there will come, sooner or later, a time when the 
enterprise, if privately operated, will fail and require reorganiza- 
tion and new capital. If publicly operated the drain upon the 
tax levy will become overwhelming and the public operation will 
be denounced and abandoned. 

All of these ten items are true “expenses of operating.” In. 
addition to them there are other requirements which must also be 
provided for, such as interest payments and provisions for sinking 
funds (11, 12,13 and 14). In private plants these items must be 
paid out of revenue; they cannot be provided from capital. 
Similarly these items in a municipal plant must be provided from 
revenue; either from revenue of plant, or from appropriations of 
general tax levy. Appropriations for these purposes are legiti- 
mate and proper as they have to do only with the manner in 
which the municipality provided the original cost (capital) of 
the plant. 

In the schedule we therefore handle these items as “ disposi- 
tions of net revenue,” and not as elements of “ expense of operat- 
ing.” Expense is set forth first, followed by revenue for the reason 
made clear in subsequent tables that in a large number of munici- 
pal plants no earnings are set forth in the accounts covering street 
lighting, which is the main business of these plants. Sometimes a 
definite appropriation is made for this purpose, but even in such 
cases it is generally insufficient to cover the expenses of the ser- 
vice. Therefore one can not at present satisfactorily compare 
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revenues of private plants with revenues of municipal plants. 
Expenses, however, must always include the same classes of items 
and can be properly compared. Expenses are therefore set forth 
first. Revenue follows, and the difference between its total and 
the total expense of operating discloses the net revenue. (or 
deficiency), from operating (a). To this must be added (b) 
revenue or income (net) from sources other than operating, and 
for public plants (c) municipal appropriations for operating, pro- 
vided from tax levy or other general city funds, but not including 
any appropriation used for new construction, improvements to the 
plant, or other capital purposes. The total of these three items 
(a, b and c) gives the available net income from which to deduct 
the additional requirements for interest, sinking funds, etc., de- 
scribed above. 

It is desirable to bring to the reader’s attention a number of 
other important points. 

First. It is evident that revenue from sales of product,— 
water, gas, electricity, power, etc..—should be separated from 
revenue from extraneous sources, such as from rents, or from in- 
vestments and securities, etc. In the schedule these extraneous 
sources of revenue are set forth at “ b,” as explained above, and 
do not affect the financial results of the business viewed solely as 
a gas undertaking, an electric undertaking, etc. 

Second. It is evident that discounts, rebates, refunds, etc., 
should be handled as deductions from revenue, not added to ex- 
pense, thus giving true “ earnings,” actual revenue. 

Third. There are three primary divisions of expense as pre- 
viously mentioned. 

1. “Expense for manufacture ” pertaining to gas, electricity 
or power for street railways; this subdivision for water being 
called “expense for water supply and storage.” 

2. “ Expense for distribution,” which explains itself. Each of 
these two divisions is subdivided into “operation” and “mainte- 
nance”; “operation” covering strictly running expenses, and 
“ maintenance ” covering repairs and ordinary renewals. These 
subdivisions are essential for this reason: That as this schedule is 
to apply both to public plants and to private plants, the relative 
cost of “ operation,” i. e., actual running expense, should he evi- 
dent, and likewise the relative amounts expended, or laid aside for 
repairs, including deterioration, should be in evidence. 
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Comparing a public enterprise with a private enterprise, the 
operation expense of the first plant may be heavier than the cor- 
responding expense of the second plant, while the maintenance 
(repairs) expense of the first may be much less than that of the 
second. Important differences in administration would thus be 
shown by our schedule, whereas if these items appeared only as a 
total in each plant, these totals might be approximately the same 
and conclusions drawn therefrom might then be exceedingly mis- 
leading. 

3. The third division of expense is “ general expense.” A 
designation which we all understand. The important point here 
is that “ general expense” shall not include any of the items 
which are sure to differ very materially between public plants and 
private plants per se. That is to say, taxes and franchise pay- 
ments are distinctively private plant charges; sinking fund pro- 
visions are commonly only public plant charges. Insurance dif- 
fers very greatly. Interest varies markedly. Damages and ex- 
traordinary legal expenses apply differently. Depreciation is 
usually inadequately handled, etc., etc. Therefore we do not in- 
clude any of these variables in “ general expense.” They follow 
later in the schedule. The items which should be included in - 
“general expense” are these: Salaries of officers, general sala- 
ries, directors’ allowances, rent of offices, general office expenses, 
_ postage, telegraph, telephone, stationery and printing, ordinary 
legal expense, etc. 

Fourth. The total of the three primary divisions of “ ex- 
pense” is then given. Comparisons of the costs of public and 
private administration up to this point may be safely made as all 
the preceding elements should be identical in character. 

Fifth. All additional items which are necessary elements of 
expense before “ net revenue ” can be established may be consid- 
ered somewhat as variables. These represent actual facts even 
though they may be omitted in the bookkeeping. Taxes are paid 
by private plants, but usually lost to the public treasury through 
public plants. They must be properly considered for correct com- 
parisons. Insurance, in its various phases, is a risk which must 
be taken and estimated, or paid for. 

Damages and legal expenses (extraordinary) differ greatly 
between public and private plants and are therefore set up sepa- 
rately here. 
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Guaranty for losses on bad debts or other shrinkages of cur- 
rent assets, is also variably handled. 

Depreciation of machinery and plant is complicated and diffi- 
cult to allow for and yet it goes on daily and hourly in every plant. 
It must be provided for either consciously in the books or uncon- 
sciously in undistributed reserves or else the plant will suffer and 
the capital value will be reduced. 

All these items are true charges against revenue before profits, 
or net revenue, can be established. 

Owing to the different methods of providing capital for public 
plants and for private plants the returns upon (or repayments of) 
this capital must be carefully considered in the reports and dis- 
closed in the schedules. Public capital is usually borrowed on 
bonds or notes and paid off through sinking funds. Payments 
into sinking funds for such a purpose are therefore distributions 
of net revenue just as much as dividends upon share capital in 
private plants are distributions of profits. Interest also is a pay- 
ment for use of capital—borrowed capital, to be sure, but still 
capital. Payments of interest are therefore actually distributions 
of net revenue paid upon borrowed capital in place of dividends 
paid upon share capital. 

In order to correctly compare distributions of profits in private 
plants with net revenues in public plants, we must consider the 
total of dividends, interest and sums laid aside for franchise 
amortization in the former against the total of interest, sinking 
fund items and returns to the general municipal treasury similarly 
laid aside in the latter. 

The next division of the schedule, “ disposition of net reve- 
nue,” is therefore of fundamental importance. All of the items 
included thereunder have no relation to “ expense of operating.” 
They are merely distributions of net revenue. That this is true 
of dividends is universally accepted. That it is true 
of moneys laid aside for sinking funds is also evident after a mo- 
ment’s thought. To consider interest in the same category is per- 
haps difficult for the average fiscal officer, but it is apparent that 
this item represents the use of capital, in this case borrowed 
money. 

It would be impossible to compare net revenues of public and 
private plants if interest were put above the line while dividends 
were left below the line. Take for instance a private corporation 
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with $500,000 share capital and no bonds, and a municipal in- 
dustry with $500,000 4% bonds outstanding. If interest were 
put above the line the public plant would be charged $20,000 as 
an expense item, whereas the private plant would have no such 
charge above the line. This distinction is essential and must be 
carefully observed for all comparative purposes. 

The remainder of the schedule explains itself, and I need say 
only that each of the items given in this consolidated statement 
should be set forth in details on subsidiary supporting schedules 
which should follow, in the main, the uniform distribution of the 
accounts provided in the standard schedules of the American 
Water Works Association, the American Gas Light Association, 
the National Electric Light Association and the Association of 
Street Railway Accountants. It will be found feasible and prac- 
ticable to draw off the items needed for the consolidated statement, 
herewith submitted, direct from the standard detailed schedules 
of these four national associations. The original schedule was 
presented by the writer at the second conference upon Uniform 
Municipal Reports, etc., called by the United States Census Bu- 
reau at Washington, D. C., in February, 1906. The purpose of 
the writer in presenting the consolidated statement was to have it . 
carefully considered, amended and adopted at that conference and 
thereafter to have it acted upon by the American Association of 
Public Accountants and by the National Municipal League. It 


. is proposed then to submit the final forms to the United States 


Census Bureau and to the Investigating Committee of Twenty- 
one of the National Civic Federation, with the request that these 
forms be utilized as the basis of the financial reports which will be 
made hereafter by that committee upon public and private enter- 
prises in this country and abroad. 

Schedules thus standardized and accepted will thereupon be- 
come the foundation upon which the accumulation of data can 
safely be made for years to come. Results predicated upon such 
data can then be accepted and acted upon intelligently in the light 
of local conditions, in any community which may consider the pur- 
chase or establishment of municipal enterprises of this nature. 

Already the purpose of the standard schedule has appealed to 
a wide constituency in this country and in Great Britain, and it 
may be safely stated that the effect of a full discussion of the fun- 
damental accounting propositions concerned in it cannot be other 
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than exceedingly beneficial to officers of both public and private 
plants, to public accountants, to business men and to intelligent 
citizens generally. 

The writer has no bias for or against municipal ownership, but 
as a professional accountant he appreciates fully that financial re- 
sults are by no means the only ones which must be carefully con- 
sidered when comparisons are made between public and private 
operation. Other matters are frequently of equal or greater im- 
portance. Financial results, however, are of serious importance 
and they cannot be too fully and accurately stated. Municipal 
officers and citizens should be enlightened by the accounts and re- 
ports from their plants, not blinded and misled by them as is fre- 
quently the case at present. 

The United States Census Bureau is about to undertake a 
complete inquiry into municipal operation of public utilities 
throughout the country, and great care will be given to the prep- 
aration of standard schedules, both summary and detailed, for all 
classes of these enterprises. 


APPLICATION OF THE STANDARD SCHEDULE TO TEN COMPANIES AND 
TO TEN MUNICIPAL PLANTS IN MASSACHUSETTS. 


The plants selected were taken somewhat at random out of the 
total number of such plants making annual returns to the gas and 
electric light commissioners of Massachusetts, attention having 
been given to their relative sizes, gauged by their outputs and by 
the populations of the districts served by the plants. Four of each 
ten are “ gas-electric ” plants, including Haverhill, in which the 
results of two separate plants are combined. The remaining 
twelve plants are electric solely. The figures given are those fur- 
nished to the gas commissioners under oath by the officers of the 
plants, and are authoritative. The interesting and important 
features of these tables are, first, the gaps in the schedules where 
no figures appear, and, second, the comparisons of the various 
elements of the expenses and of the revenues. 

It must be remembered that the present comparisons are by 
no means final ; in fact, they are merely starting points from which 
after much more data in relation to any two of the plants have 
been gathered, it may be possible to set up truly comparative fig- 
ures and to reach conclusions which will be accurate and fair. In 
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other words, the figures given here are merely first steps in the 
stairway leading up to the broad platform upon which impartial 
comparisons of such data must be ultimately based. 

With these considerations in mind we may, without being mis- 
led, give consideration to the discrepancies and deficiencies shown 
in the schedules of ten companies and ten municipalities in Massa- 
chusetts. 

I will call attention especially to item 4, taxes, item 5, fran- 
chise taxes, and item 10, depreciation. Loss of taxes is evidently 
considered as no element of cost in any of the municipal plants, yet 
of course the lack of receipts from taxes is a distinct loss to each 
municipality when comparisons are made with privately managed 
plants. Depreciation, on the contrary, is made a distinct charge 
in all the municipal plants although not allowed for in many of 
the companies. This will be surprising to the ordinary observer, 
but it arises from a requirement of law in Massachusetts whereby 

municipal plants must set aside annually at least five per cent. of 

the cost of the plant as a provision against depreciation. Munici- 
pal plants are usually called upon to provide for sinking funds 
out of net revenues of the plant, or out of municipal appropria- 
tions, and these items are set forth in their proper place in the 
schedule. 

The feature already mentioned, namely, the lack of definite 
payments for street lighting by the municipality to its plant, is 
also apparent when we follow across the first item under “ revenue 
from operating.” 

Many other interesting features will be discovered in the 
schedules if attention is given to them. 

The author of this paper and the committees now discussing 
the matter will be pleased to give careful consideration to com- 
ments and suggestions looking toward the bettering of the ar- 
rangement of terminology of these schedules. 
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Reports from Ten Massachusetts Municipal Electric and Gas-Electric Plants arranged upon Standard 
Schedules. For the purpose of showing the discrepancies and gaps in the present forms of 


statement. 


Covering the year ending June 30, 1905. 








MUNICIPALITIES 
Population 


HOLYOKE 
[Gas & Electric] 
45,700 


WESTFIELD 
[Gas & Electric] 


12,300 


WAKEFIELD 
[Gas & Electric] 


9,200 


MIDDLEBORO 
[Gas & Electric] } 


6,900 





Expense of Operating 
1. Expense of manufacture 


Expense of distribution 
Operation 
Maintenance 


Total expense of operating 


Revenue from Operating 


Earnings from public services. 
private consumers 
by-products, etc. 


nee. rebates, refunds, disc’ ts, 
Actos earnings from operating 


a. Net revenue from operating 


b. Other revenue or income from 
sources other than operating. 


c. Appropriations for operating 
rovided by the municipality 
general funds 


Total available income 


Additional requirements which 
— from 


(Disposition of available income) 
1x. Int. on funded and floating 
debts 


Remainder of available income 


4 Reserved for sinking funds. 
‘* amortization f'ds 
sg * other funds 


. A riation to — city 
Appr ropriaicn to plan 


Total disposition “3 res 
net income 


Credit (or debit) balgnss tonu- 
fera 


ble to ‘‘surplus”’ 





105,014.74 


14,427.86 120,342.60 


10,471.77 


9,006.41 19,478.18 


13+493-35 


153,314.13 


1,190.32 
676.55 
47,042.29 
202,223.20 


54,264.72 
183,417.89 
10,306.05 


247,988.66 
247,088.66 


45,765.37 


1,133.82 


247,818.75 
204,717.04 


28,413.67 
266,304.27 


144,600.00 


44,600.00 


290,856.71 
335,456.71 


*60,152.44 





23,397.63 


_1,858.01 25,255.64 


1,146.34 


953-33 2,009.67 


2,643.87 
29,999.18 


528.40 
147.73 
7,445.88 
38,121.28 


38,107.62 
4,364.46 
42,562.08 


42,562.08 


4,440.80 


11,500.00 
15,940.80 


3488.33 
12,452.47 


14,000.00 


4,000.00 


2,433.11 
1433.21 


6,019.36 


1,413.71 





18,103.25 


1,314.50 19,417.75 


4,486.82 
§.999.53 
4+794.02 
30,113.20 


513.12 


56.60 
6,793.13 


37.476.14 


1,469.18 
26,256.36 
§,$81.33 
33,306.87 


33,306.87 


*4,160.27 


40,594.73 
36,425.46 


6,457.00 
29,068.46 


$6,300.00 


6,300.00 


37+268.39 
43,568.39 


*13,590.93 


458.59 


994.53 





7,684.52 
8,143.12 


1,578.75 
2,573-28 


1,740.56 
12,456.95 


211.43 


216.41 
3746.06 


16,630.85 


743.00 
11,581.27 
395-30 
12,719.66 


12,710.66 


*3,911.19 


2,081.34 
*3,481.19 


$2,000.00 


2,000.00 


2,000.00 


*5,481.19 








* Debit balance. 


t Discounts deducted previously. 


gl 


t Serial bonds paid. 
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Reports from Ten Massachusetts Municipal Electric and Gas-Electric Plants arranged upon Standard 
Schedules. For the purpose of showing the discrepancies and gaps in the present forms of 
statement. Covering the year ending June 30, 1905. 











MUNICIPALITIES 
Population 


TAUNTON 
[Electric] 


31,000 


CHICOPEE 
[Electric] 


19,000 


DANVERS 
[Electric 


8,500 





Expense of Operating 


i. Operatic of manufacture 
‘ rt 


2. rom of distribution 
Operation 
Maintenance 


:- Franchises 

. Leaseholds, rentals, etc 
7. Insurance 

8. Damages. 

9. Guaranty 

to. Depreciation 


Total expense of operating 


Revenue from Operating 


Earnings from public services 
** private consumers 
by-products, etc 


a. Net revenue from operating 


b. Other revenue or income from 
sources other than operating 


ec. Appropriations for operating 
— by the municipality 
m general funds 


Total available income 


Additional requirements which 
should be provided from 
available income. 

jon of available income) 


11. or ss funded and floating 


Remainder of available income 


. Reserved for Ginlsing funda, ......ccccocecccccces 
‘ amortization f’ds 
other funds 


ts. Dividends 
16. Appropriation to general city 
funds (public plants) 


Total disposition of available 


Credit (or debit) balance trans- 
ferable to ‘‘surplus”’ 











26,645.81 


1,636.37 28,282.18 


6,171.17 


$1035.97 11,207.14 


_2:278.06 
41,767.38 
552.25 


13,819.16 
56,138.79 


1,845.04 


| 4,594.79 


| 42,430.83 


42,439.83 


*13,698.96 


1,463.29 


17+422.50 
5,186.83 


11,922.50 


*6,735.67 


1,200.00 


1,200.00 


*7,035.67 





15,334.05 


1,335.02 16,460.07 


5,416.31 


_1,365.50 6,781.81 


_14306.60 
24,558.38 


83.05 
_5:804.59 
30,446.92 


16,899.04 
14,401.19 
1,185.24 


32,486.37 


32,486.37 


2,039.45 


3$+140.41 
37,188.86 


_3:555-41 
33,633.45 


34+722.59 
38,722.50 


*5,080.14 





_1:440.93 


8,807.20 


731.47 9,628.67 


1,355.22 
2,796.15 


1,827.77 
14,252.59 


720.55 


9.60 
2,013.32 
16,996.06 


13,206.38 


*3,789.68 


246.37 


, 8,060.00 
4,516.69 


_1+§36.07 


2,980.62 








 ® Debit balance. 


Tt Discounts deducted previously. 
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3 Serial bonds paid. 
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Reports of Ten Massachusetts Municipal Electric and Gas-Electric Plants arranged upon Standard 
Schedules. For the purpose of showing the discrepancies and gaps in the yotnens forms of 


statement. 


Covering the year ending ante 30, 1905. 








MUNICIPALITIES 
Population 


BRAINTREE 
lectric] 


6,000 


CONCORD 
[Electric] 


5,600 





Expense of Operating 


1. Expense of manufacture 
Operation...... Ta it 5 sniy do extol ties ben ein ae 
aintenance 
2. Expense of distribution 
ration...... pO wi bed At Ned Obes ha eeid inde epee 
aintenance 


Leaseholds, rentals, etc... 


Damages. . 
9. Guaranty 
to. Depreciation 


Total expense of operating 


Revenue from Operating 


Earnings from public services........ccccceccescoces 
+ consumers 
y-products, etc 


Deteet, rebates, refunds, disc’ts, 
Pe am earnings from operating. ...........0seeeee0% 


a. Net revenue from operating 


b. Other revenue or income from 
sources other than operating. .........esseeeeeeee 


c. Appropriations for operating 
ee by the municipality 
m general funds.......... bsesheacasbssnasosene 


Total available income. ........... jakestsessneseeee 


Additional requirements which 
should be provided from 
available income. 
(Disposition of available income) 


11. Int. debts funded and floating 


12. Reserved for sinking funds. ...........+++eeee005 
13. ** amortization f'’ds 
other funds. ,.. 


15. Dividends 
16. Appropriation to general city 
funds (public plants)............. pile ek ast wasnen 
Total disposition of available 
HOE INCHING... ccc csccsece biedniessaeesessaewes 
Credit (or debit) balance trans- 
ferable to’ ‘surplus”’ 


1,179.39 


1,181.06 





10,232.03 
11,412.32 


1,056.02 
2,237.08 
817.33 
14,466.73 


407.49 
4,004.93 


18,969.15 


270.29 
13,750.69 
__ 532. 32.590 


14,553.48 
14,553.48 
*4,415.67 


27.02 


_9+282.50 
4,893.85 


1,820.83 
3,073-02 


6,146.50 


_ 6,576.50 


*3,503.48 


858.48 





9,023.27 


__ 598.12 9,621.39 


842.90 
1,701.38 
2,116.85 
13,439.62 


237.49 
4735.07 


18,412.18 


523.88 
11,011.59 


_1,095.03 


14,430.50 
14,430.50 
*3,981.68 


185.05 


8,875.62 
5,078.99 


1,920.00 


1,920.00 


1,920.00 


*404.34 


3396.05 


3:933.39 





7:330.05 
10,726.10 


1,310.63 
5,244.02 
2,579.64 
18,549.76 


25.00 
1,173.23 


200.90 
5193.37 
25,142.26 


17,310.72 


1,580.90 


18,900.62 
18,900.62 
*6,241.64 


1,130.27 


7,600.00 
2,488.63 


4,652.29 
*2,163.66 


31:779.00 


3,770.00 


3770.00 
*5,033.66 








* Debit balance. 


+ Discounts deducted previously. 
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Reports from Ten Electric and Gas-Electric Companies in Massachusetts arranged upon Standard 
Schedules. For the purpose of showing the discrepancies and gaps in the present forms of 
statement. Covering the year ending June 30, 1905. 








LYNN NEWTON HAVERHILL 
COMPANIES [Gas and Electric] [Gas and Electric] |[Acc’ts of Gas Co. and 
; lectric Co. combined] 
Population 79,300 50,200 39,500 





Expense of Operating 

1. Expense of manufacture 

erati 185,212.43 82,926.50 108,169.68 18,558.82 

Maintenance 30,117.87 13+729.02 8,822.63 3,124.84 
Gas purchased 215,330.30 | 36,331.50 132,987.02 116,992.31 _ 21,683.66 

a. Expense of distribution opr ieptammerncaens: a 

-| 33,845.57 20,083.54 14,411.32 2,730.61 
ol 93s 826. 31 107,679.88! 52,341.00  73,324.54| 12,812.52 27,223.84) 2,340.44 5,080.05 
25,317.47 17,207.77 27,825.49 6,027.75 
348,327.65 223,519.33 172,041.64 33,091.46 


22,691.83 11,581.82 10,933.15 1,344.24 
i 5,933-74 3,797.78 707.16 1,120.57 
5 740.05 250.00 37.65 
1,346.03 488.79 
11,010.28 2,040.82 
196,075.91 38,685.88 











9. Guaran y 1,785.50 





Total expense of operating. . | 379,479.67 239,148.03 


Revenue from Operating 


Earnings from public services. 70,634.28 61,771.87 
re |, Private consumers| 516,456.40 221,057.50 235,611.26 32,888.08 
by-products, etc.| 409,048.18 27,600.00 2,675.54 2,381.09 


| 636,138.95 310,438.28 |261,904.14 49,574.34 


23,617.34 14,305.17 


| 
| 
| 


Deduct, rebates, refunds, disc’ts, 
etc. 
Actual earnings from operating. 636,138.05 310,438.28) 261,004.14 49,574.34 
EE Neat Be Te ae 

sa 

a. Net rev. from op.(or deficie’y) 256,659.28 71,289.35) 65,828.23 10,888.46 


b. Other revenue or income from 
sources other than operating, 109,001.03 $,315.77) 2,807.83 


c. Sogusprntens for silentieal 
rovided by the municipality 
rom general funds 


Total available income. 366,650.31 76,605.12 ,636. 10,888.46 


Additional requirements which 
ar be penne ome 

ailable inc 

(Disposition of available income) 


rz. Int. on funded and floating 
debts _ 4298.76 13,260.22 


Remainder of available income! "362,351.55 63,344.90 





12a. Reserved for sinking funds. . 
rye ** amortization f’ ~ 
other funds. . | 


5 R . . 16,432.20 
— tion to general. city 
funds (public plants) 
Total disposition of available 
income 57:500.00 24,000.00 16,432.20 








Credit (or debit) balance trans- 
ferable to “‘surpl 304,851.55 39,344.09 45,970.30 


* Debit balance. t Discounts deducted previously. 
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Standard and Uniform Reports from Public Utilities, 


Reports from Ten Electric and Gas-Electric Companies in Massachusetts arranged upon Standard 
Schedules. For the purpose of showing the discrepancies and gaps in the present forms of 


statement. 


Covering the year ending June 30, 1905. 








COMPANIES 


Population 


NORTHAMPTON 


[Electric] 


18,600 


LEOMINSTER 
[Electric] 


13,700 


[Electric 


warner 


10,800 





Expense of Operating 


I. Operetta of manufacture 





Revenue from Operating 


Earnings from public services 
rivate consumers 
ey y-products, etc 


Deduct, rebates, refunds, disc’ts, 
etc. 


a. Net rev. from op. (or deficie’y) 


b, Other revenue or income from 
sources other than operating. 


c. Appropriations for operating 
i by the municipality 
general funds 


Total available income. 


Additional requirements which 
should be provided f: 
avail income. 

(Disposition of available income) 


tz. Int. on funded and floating 
debts 


12. Reserved for sinking funds. .............++0++: 


13. amortization f'ds 
14. other funds. 


. Appropriation to general city 
funds (public plants) 


Total disposition of available 


Credit (or debit) balance trans- 
ferab! 


e to ‘ ‘surplus 


15,109.67 
1,217.01 
16,326.68 


5,908.54 
331-55 _ 6,240.09 
2,911.66 


25,478.43 


2,077.40 


626.99 


28,182.82 


11,040.18 
41,398.49 

§ 24.03 
52,962.70 


52,962.70 
24,779.88 


434.20 


25,214.08 


90.67 
25,123.41 


9,392.00 


9»392.00 





15,731.41 





16,208.26 

785.97 
16,094.23 

2,133.26 
4713.13 6,846.39 
2,077.76 
25,918.38 


1,256.99 


852.00 


3,140.61 


~~ 31,167.98 


9,869.54 
32,031.07 


41,900.61 


41,900.61 


10,732.63 


10,732.63 


3:957-70 
6.774-93 


6,774.93 








10,756.05 
2,472.22 


1,711.63 


1,717.93 


13,228.47 


3429.56 


1,177.59 


17,835.62 
981.61 


777.22 
96.91 


4137.78 


4,31 
Byes 60 
53.08 


22,413.43 


23,829.14 


22,413.43 


*1,415.71 


200.35 


835.81 


*2,051.17 


3,000.00 


*5,051.17 





* Debit balance. 


t Discounts deducted previously 
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Reports from Ten Electric and Gas-Electric Companies in Massachusetts arranged upon Standard 
Schedules. For the purpose of showing the discrepancies and gaps in the present forms of 
statement. Covering the year ending June 30, 1905. 








COMPANIES 
Population 


ORANGE 
[Electric] 


5,500 


COHASSET 
[Electric] 


5,200 


LEE 
[Electric] 


4,600 





Expense of Operating 


1. Expense of manufacture 


\ ae of distribution 


e 


Revenue from Operating 


Earnings from public services 
— consumers 
> y-products, etc 


a. Net rev. fr’m op.(or deficiency) 


b. Other revenye or income from 
sources other than operating 


ec. Appropriations for operating 
ny by the , pampered 
rom general funds 


eo on cune op cbdees es cadeneente 


Additional requirements which 
should be provided from 
available income 
(Disposition of available income) 


. Int. debts funded and floating 


12. Reserved for sinking funds. 
" ** amortization f'ds 
other funds. , 


15. Dividends 
16. Appro riation to a city 
vty ne blic plants 


Tota! disposition of oailtts 


Credit (or debit) Gaiapes trans- 
ferable to ‘“‘surplus 


1,687.25 


932.43 
2,619.68 


1,561.64 


424.72 1,086.36 


6,489.66 


502.82 


330.16 


6,000.00 
13,322.64 


4,033.83 

8,745.2 
113.15 

12,892.26 


12,892.26 
*430.38 


212.04 


—29$79.00 
*2,737-34 


1,800.00 


1,800.00 


1,122.81 


13,932.57 








*4,537.34 


5,173.88 

242.53 
5416.41 

1,266.73 
2,380.54 
_1,074.06 
8,880.01 


184.47 
464.41 
_1,§00.00 


tr, 11,208.89 


5,700.00 
8,232.57 


13,932.57 


2,903.68 


« 970.06 
1,932.72 


I.032.72 





5,513.96 
395.58 
5,909.54 


279.91 
60.63 340.54 
967.48 


7,217.56 
373-49 


181.13 


526.48 
8,298.66 


2,579.50 
9393-77 


11,883.27 


11,883.27 


3,584.61 


13.25 


1,506.55 
2,091.31 











* . Debit balance, 


t+ Discounts deducted previously. 
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Municipal Accounting Reform. 
As Illustrated in the City of Minneapolis. 
By H. W. Wiimor, C. P. A. 


It is generally admitted by students of municipal finance that 
the accounting methods of most cities of the United States are 
deplorably behind the times, and that similar methods could not 
be tolerated for a day in any successful commercial corporation. 
These methods may possibly have met the local requirements 
when the cities were smaller, but as municipal affairs have be- 
come more complex the multiplication of matters to be recorded 
has rendered these antiquated accounting systems entirely inade- 
quate. 

Not in one case in a hundred is it possible to present promptly 
those periodical statements during the fiscal year which are as 
necessary for the guidance of city officials as for the directors 
who manage the affairs of large industrial corporations, and the 
annual reports of comptrollers and treasurers do not afford 
intelligent citizens the information they require in order to form 
an opinion as to whether the administration has been successful 
or unsuccessful. 

Reports are needed which shall render it possible for the 
public to obtain an insight into municipal finance, and which 
shall also portray accurately the financial condition of the various 
classes of cities. 

A general balance sheet or a statement showing the financial 
position of the various legal funds is a rare thing in city reports, 
and a scientifically classified revenue and expense account was, 
until recently, almost unknown. The cost of public utilities 
owned by the city and the correct results of their operation are 
seldom ascertainable. Even information as to the amount of un- 
collected taxes or as to whether appropriations have been over 
or under expended is often lacking . 

Inasmuch as correct methods of accounting play a large 
part in the efficient administration of cities, the question of 
reform in this direction appears quite appropriate for considera- 
tion. 


97 





The Journal of Accountancy. 


As the subject of this paper it is proposed to take the practi- 
cal example of accounting reform afforded by the city of Minne- 
apolis, the results of which are illustrated in the Financial Re- 
port of that city for the year 1904. 

Minneapolis was one of the first cities to realize the import- 
ance of introducing into its various departments comprehensive 
methods of accounting, and the Financial Report for 1904 
(though by no means perfect) is of more than local importance 
in that it exemplifies certain principles of accounting which, if 
generally adopted, would considerably assist in the solution of 
some important financial problems in city government and finance. 

The Report is based on a system of accounting devised to 
comply strictly with the requirements of an extremely complicated 
local charter. In accordance with the special desire of the City 
Council it also follows the classification of expenses called for by 
the Uniform System of Municipal Reports and Statistics adopted 
by the United States Census Bureau. 


RESULTS OF INADEQUATE ACCOUNTING METHODS. 


Prior to the installation of the new system, the accounts of 
the City were kept strictly on a cash basis, with the result that 


they drifted into great confusion. In order that the experience 
of Minneapolis may be available for others, the following re- 
markable examples are given of the result of this method of re- 
_ cording cash transactions only: 

(a) The deferred assessments which stand in the balance 
sheet at over $1,000,000 did not appear anywhere on the 
books of the city, while the uncollected taxes—of which only 
a memorandum was kept—were stated at some $376,000 
greater than the amount shown by the detailed tax lists. 

(b) It was impracticable to ascertain from the books 
what property was owned by the city or the cost thereof, 
and no reliable figures could be produced to justify the pres- 
ent indebtedness of nearly $10,000,000. 

(c) While the accounts of the city were kept on a cash 
basis and the liabilities were dealt with only when paid, it 
was impossible to tell from the books the exact position of any 
of the funds created by the city charter. An examination 
of the books brought out the fact that there was a deficit in 
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several of the funds, perhaps the most startling example 
being that of the “ permanent improvement revolving fund,” 
amounting to over $560,000. 

This fund was created by means of a bond issue for the 
purpose of enabling the city to make certain improvements, 
the cost of which would be recovered by special assessments 
spread over a term of five years. 

The city charter requires that as installments of assess- 
ments are collected the money shall be used for further im- 
provements of the same nature, which will in turn be assessed. 
As the installments are collected they are to be again ex- 
pended, and so on—hence the name “ revolving fund.” 

For the fund to be kept intact there should always exist 
assets to offset the liabilities. These assets should be made 
up of: 

(1) Installments of special assessments not yet due. 

(2) Special assessments due and uncollected. 

(3) The cost of uncompleted improvements which on 
completion will be assessed against the owners of abutting 
property. 

(4) Supplies on hand purchased through the fund. 

(5) Cash on hand applicable to the fund. 

It will readily be seen from the number of elements which 
constitute the fund that no proper accounting can be had if 
only cash receipts and disbursements be dealt with, and no 
account taken of the assets which will be ultimately con- 
verted into cash applying to the fund. 

It was impossible, moreover, to agree the special assess- 
ments levied with the actual cost of the improvements. No 
complete cost system was kept in the engineer’s department, 
nor, in fact, was there any connection between the comptrol- 
ler’s and engineer’s books. 

There was no means of ascertaining that the actual cost 
of the improvements was assessed, nor whether all the assess- 
ments were collected and the proceeds turned over to the 
treasury. 

The accounting of the city was carried on for many years 
on these unsound principles, until at last the city officials were 
confronted with the fact that there was not sufficient cash 
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left in the “permanent improvement revolving fund” to 
provide for necessary current improvements, and it is im- 
possible at this date, without a lengthy investigation into the 
transactions of past years, to say how the deficit arose. 

(d) A number of appropriations were over-expended, but 
the fact was not disclosed by the old system of accounting. 
For example—liiabilities for street lighting were incurred 
during the year 1904 amounting to $226,940.10, as com- 
pared with an appropriation for this purpose out of the cur- 
rent expense fund of $200,027.00, thus leaving liabilities of 
the 1904 administration to the extent of $26,913.10 to be met 
by the next administration. 


The deduction should not be drawn from the above illustra- 
tions that the financial arrangements of Minneapolis have been 
more than ordinarily lax. Examination of several other cities has 
shown that even greater financial confusion frequently exists, 
and it is believed that similar experiences might be expected in a 
majority of cities of similar size. 

To relate the difficulties which had to be overcome to bring 
order out of this chaos would be out of place, but from the 
above remarks it will be seen that one of the main objects of 
the reform was to abolish the old cash system and replace it by a 
system which would continuously record all income arising from 
tax levies, water rents, etc., and introduce all obligations in- 
‘curred on account of purchases and expenses as they accrue to 
be carried as assets and liabilities respectively until collected or 
paid, or otherwise properly disposed of. 

CHECK ON REVENUE AND EXPENSE. 

In a city of the size of Minneapolis, one of the essentials of 
a system which is to afford a check on the collection of revenues 
and on the incurring of expenses is the proper recording of 
every bill immediately a demand in favor of the city comes into ex- 
istence, and of every requisition for expenditure as soon as it is 
authorized. 

If this recording be systematically attended to by a competent 
comptroller the information can be used as a basis of account 
books showing the city’s resources and liabilities and should 
afford the means of preventing waste through carelessness or 
graft. 
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These books will record all the revenues which pertain to 
the year, and the actual expenses incurred during the year for 
current administrative purpose, irrespective of whether such reve- 
nues and expenses have been actually collected or paid. Thus, 
the taxpayer of one year will not be made to pay the obligations 
which ought to have been met out of the income of the previous 
years, nor will it be possible by the holding back of claims over 
the close of the fiscal year to throw the necessity for an increase 
in taxes on the next administration. At least, if these condi- 
tions do arise they will be disclosed by the accounts and should 
be reported by the comptroller to the taxpayers in his published 
Annual Report. 

Much discussion has taken place as to the scope and power 
of the comptroller; whatever doubt there may be as to the advi- 
sability of giving him power to interfere in questions of policy 
or administration there can be no doubt as to the wisdom of con- 
centrating in his hands the Departments of Finance and Accounts, 
in order that the accounts and reports of all sections of the city 
government shall be in accord. 

The general accounting system in the comptroller’s office 
should embrace the financial records of each of the departments 
which incur expense or to which income accrues and which keep 
books of accounts. These in turn should fit in with those of the 
comptroller. This co-ordination of departmental records with 
the general system is particularly needed in the case of the 
Department of Public Works when a city undertakes its own 
construction, otherwise, as has already been pointed out, there is 
risk of confusion between the special assessments and the cost 
which they are supposed to cover. 

Such an agreement can readily be arrived at if the comp- 
troller adopts a system of governing accounts with the various 
departments, charging the several departments in total with the 
expenditures incurred by them and leaving the detailed analysis 
or classification of these expenditures to be kept. on the depart- 
mental books, subject to his audit. 

The process of introducing methods centralizing authority 
necessarily involves a vast amount of labor under conditions by 
no means pleasant. The heads of the departments usually ap- 
preciate the necessity for reform in all other departments ex- 


IOI 








The Journal of Accountancy. 


cept their own, and their jealousy of their own dignity and re- 
sentment against any suggestion of supervision, even in ac- 
counting matters, render the work of weaving together the old 
disjointed systems of the various departments a difficult matter. 

It is fair to say that in Minneapolis, after the reforms had 
been thoroughly explained and understood, they were cheerfully 
adopted. The changes were made without confusion in the con- 
duct of the City’s affairs, and the detail operations of the new 
methods have since been carried out without friction. 


ECONOMIES TO BE EFFECTED. 


The question will naturally be asked whether economies are 
likely to have been effected by the institution of the new system. 

So far as the actual expense for clerical help is concerned 
there may be no saving. Considerable economy can, however, 
be effected through the placing of the means of supervising the 
expenditures of the various departments and the collection of 
revenue in the hands of a capable and honorable comptroller, 
who will be in a position to detect fraud and to supervise the 
collection of revenues which would be otherwise lost to the City. 

In the case of Minneapolis it may be safely stated that, 
owing to the closer supervision which the new system renders 
possible, and the consequent reduction in losses through uncol- 
lected revenues and the elimination of erroneous duplication of 
‘the payment of claims, the revenues of future years will even- 
tually be found to have increased considerably over those of pre- 
vious years. 

If the system be properly carried out it will be impossible 
for any shortages similar to that in the revolving fund to occur 
again, and the close supervision will have a healthy effect on all 
those responsible for collecting and disbursing the revenues of 
the City. 


GENERAL BALANCE SHEET. 


In the light of the elementary principles of accountancy dealt 
with above—viz., the recording of revenues and expenses and the 
centralizing of control in the office of the Comptroller—the main 
features of the Minneapolis Balance Sheet, December 31, 1904, 
may now be pointed out. 





Municipal Accounting Reform. 


It will be noted that this statement which exhibits the financial 
position of the City as a whole is divided into two sections. The 
upper section contains only the capital assets and liabilities, 1. e., 
the fixed properties, the current assets to be ultimately converted 
into fixed properties, the sinking fund assets, the bonds which 
will ultimately be liquidated through the sinking fund, and the 
certificates of indebtedness and accounts payable arising out of 
the acquisition of fixed properties. The difference between the 
capital assets and capital liabilities is the capital surplus, and 
represents that portion of the value of the fixed properties which 
has been acquired by the City out of taxation. 

The lower section of the balance sheet includes only the 
current assets and liabilities, 7. ¢., those applicable to the expenses 
of administration and maintenance and not to the acquisition or 
improvement of fixed properties. The difference between these 
assets and liabilities, which is shown as the revenue surplus, rep- 
resents the unexpended portion of the revenue of the City and 
is represented mainly by uncollected taxes. 

A common defect in the reports of even those cities which 
publish ample data is that the information is so scattered and 
badly referenced that it is almost impossible for a layman to put 
together a comprehensive statement. It should be the aim of 
a city comptroller to present a set of accounts which can be 
readily understood by the average business man. 

This has been accomplished in Minneapolis by the presenta- 
tion of a general balance sheet in the ordinary commercial form— 
supported by a columnar statement showing a condensed sum- 
mary of the assets and liabilities of each distinct legal fund. The 
references on the face of the general balance sheet indicate that 
all the items grouped under the different heads are given in detail 
in subsequent tables. 

In a city balance sheet it is desirable, if possible, to state 
the cost of all the serviceable property (that is, the property 
which is fulfilling the purpose for which it was intended), 
classified under its main headings, with detail exhibits showing 
the cost, the present reproductive values and the depreciated 
values. 

In actual practice some difficulty may be experienced in ob- 
taining cost values of the permanent assets, and in many cases 
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it may be necessary to take appraised values as a starting point. 
Such was the case in Minneapolis. The information as to the 
cost of fixed properties could not be obtained owing to the crude 
methods of accounting heretofore existing, while the present re- 
productive and depreciated values could not be given owing to 
the absence of a reliable appraisal, that made by the special com- 
mittee not being sufficiently complete for the purpose. 

It must be borne in mind that the balance sheet of a city 
cannot be read in the same light as that of an ordinary trading 
corporation. The main object of the balance sheet is not to 
show the possibilities of realization, but rather to afford informa- 
tion on administrative questions. The introduction, therefore, 
of the capital assets and the bonded debt of a city does not 
imply the possibility of the realization of city properties with a 
view to liquidating the debt in the commercial sense; neither 
can the current assets be assumed to offset in total the current 
liabilities in total, inasmuch as the distinction of funds must be 
maintained. 

It is not to be assumed, however, that the administrative 
purpose is the sole determinant in fixing the form of the balance 
sheet. 


One of the objects of the balance sheet should be to clearly ~ 
show bondholders and tax payers what the assets of the city 


are. 
The capital assets have been classified therefore in the Min- 


neapolis balance sheet so as to show: 

(a) Property which could be sold, if desired, without 
interfering with the facilities already enjoyed, such as the 
water works. 

(b) Property which might be sold without hampering the 
city administration, but the disposition of which would in- 
volve a loss of convenience, such as parks, public buildings, 


etc. 
(c) Property which it would be impossible for the City to 
sell under any circumstances, such as bridges, sewers, etc. 


This classification has in the case of several cities found 
great favor with bankers in considering the placing of bonds. 
If it be felt that the distinction between the second and third 
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class set out above is somewhat fanciful the following alternative 
classification might be suggested: (a) Public industries, (b) 
schools, parks, etc., (c) general city property. 

The division of the bonded indebtedness into classes to cor- 
respond with the fixed assets is desirable where possible, but 
inasmuch as the records of Minneapolis do not show out of which 
bond issues the various properties were acquired, and also as the 
value of the fixed properties are based on a valuation and not on 
actual expenditures, this division was found impossible in the case 
of Minneapolis. 


REVENUE AND EXPENSE ACCOUNT. 


The general revenue and expense account appearing in the 
Minneapolis Report sets out the revenues and expenses classified 
according to the various functions of city administration in ac- 
cordance with the plan adopted by the Census Bureau. Else- 
where in the Report the revenue is distributed over the numerous 
funds created by the extremely complicated city charter. 

No comment is necessary on the various headings of the 
revenue and expense account, but it may be pointed out that 


by means of sub-schedules the various classes of expenditure as 
given in such an account may be detailed so as to show, if de- 
sired, the name of the party to whom the smallest item was paid, 


‘ 


so as to satisfy those taxpayers whose desire is to know “ who 


had the money.” 

The revenue account of the water works, which is the only 
revenue-yielding property of the City, shows an operating profit 
for the year of $98,108.48. This operating profit, however, is 
arrived at without making any charge for interest on capital 
invested or for depreciation of plant, and before taking credit for 
water supplied to the various city departments. 

It would be difficult, if not impossible, under the law of 
Minneapolis to incorporate as a part of the general system of 
accounting a revenue and expense account for the Water 
Works Department in the form which would be expected from an 
independent concern, or to present a balance sheet exhibiting 
the surplus which would have been accumulated had the law 
permitted. 
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The city charter specifies exactly what should go into the 
water works fund and what should be paid therefrom. Nothing 
is mentioned regarding interest on bonds nor repayment of capi- 
tal, and therefore it would be illegal to reserve anything from 
the water works income for this purpose. 

The provisions of the charter need not, of course, prevent a 
memorandum account being prepared to show the operations of 
the Water Department on the same basis as if it were operated by 
a company, but unfortunately no information was available as to 
the quantity of water used by the Fire and Sprinkling Depart- 
ments, and this fact precluded the possibility of preparing such 
an account. 


CORRECT ACCOUNTS SHOULD LEAD TO REFORM. 


In cities possessing complicated charters which create numer- 
ous legal funds for various purposes, it is a difficult matter to 
make the system of accounting conform to the classification of 
the Uniform System of Reports adopted by the Census Bureau, 
on account of the fact that this classification frequently conflicts 
with the local law. 

The classification of the Census Bureau, however, has been 
devised after much thought by some of the leading economists of 
the country, and the illustration afforded in the Minneapolis 
account of conflicting points should prove most useful in the event 
of an amendment and simplification of the city charter. 

For example, in Minneapolis, street repairs and grading are 
paid for partly out of the permanent improvemert fund and partly 
out of each of thirteen ward funds. Street cleaning and snow 
and ice removal are also paid for out of each of the thirteen ward 
funds, while each of these funds is available for the purchase of 
equipment, buildings, etc., for the use only, however, of such ward 
as pays for it. The funds of one ward cannot under the law be 
used for the purposes of another, nor are property and equipment 
purchased from the funds of one ward available for the use of 
another ward. 

All the funds referred to are raised by special tax levy at dif- 
ferent rates for different districts or purposes and must, by law, 
maintain their distinction. 
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The charter urgently calls for amendment in the direction of 
consolidation of these numerous minor funds. 

Further, when amendments of a city charter are under exami- 
nation it will often be found advantageous to consider also 
whether the scheme of city administration cannot be simplified 
so that distinct functions of government may be performed by dis- 
tinct departments or at least that one department shall not per- 
form duties which are usually accepted as belonging to another. 
For example—the bulk of the expense on “ Public Highways and 
Sewers ” in Minneapolis is controlled by the Engineer’s Depart- 
ment (which corresponds to the Board of Public Works of other 
cities), but an item of $37,330.91 for “ refuse collection and dis- 
posal”’ was expended under the authority of the Health Depart- 
ment and paid for out of the appropriation of that department. 

Without here entering into a discussion as to whether the 
collection and disposal of refuse should be looked after by the 
Department of Public Highways and Sewers, or by that of Pro- 
tection of Life, Health and Property, this lesson may be indicated, 
viz.—that on the occasion of a charter revision the light thrown 
by scientifically drawn accounts on the law on the one hand, and 
the form of city administration on the other, forms a valuable 
guide in reform. 


UNIFORM CITY REPORTS. 


In conclusion it is urged that cities, when considering changes 
in their accounting systems or amendments of their charters, 
should carefully study the Census Bureau forms and booklet, 
with a view to taking their share in introducing a uniform system 
of presenting municipal reports. 

Great benefit would be derived from the general adoption of 
a scheme which permitted each city’s experience to be compared 
with that of other cities. Such comparisons, if intelligently made 
and used by energetic reformers, would throw considerable light 
on such questions as to whether a city was being administered 
honestly and economically or dishonestly and extravagantly, and 
a comparison of the net existing assets would frequently explain 
large variations in the rate of tax levy between cities whose 
geographical and physical conditions were not dissimilar. 

For the use of the administrative officers in the management 
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of cities’ affairs such comparisons should be as valuable as the 
comparisons of the accounts of one railroad with those of another 
are found to be by railroad managers. 

From the point of view of a single city, a system framed to 
meet the local legal and administrative requirements and reports 
properly drawn up therefrom would probably furnish the execu- 
tive officers of the city all the comparative statistics necessary for 
the economical administration of their own city, and accounts 
could be furnished the tax payers in such form as would enable 
them to compare the efficiency of one administration with that of 
another, but they would afford no means of judging of the econo- 
my or efficiency with which the city’s business is transacted as 
compared with other municipal corporations, which is the object 
sought by the Uniform System of Municipal Reports and Sta- 
tistics. 





Municipal Credit and Accounting Reform. 
By F. A. CLevecanp, Ph., D. 


Mr. Vanderlip is among the latest to call attention to the 
declining credit of the city of New York. The increase in the 
bonded debt of the city from $225,000,000 to $600,000,000 in 
seven years, he does not view with alarm, predicting a revival of 
confidence, as investors come to know more about the true situa- 
tion. What is by him regarded as a subject for chief concern is 
the present condition of the city’s records. 

“ Here is this great metropolis, with its income well exceeding 
$100,000,000 annually, undertaking vast public works, issuing 
millions upon millions of obligations, and presenting a system of 
municipal accounts that have, even with the improvements already 
inaugurated, been brought to a point not much short of chaotic.” 

“ Today there is no true balance sheet.” 

“Its so-called balance-sheet contains meaningless credits that 
have been carried from year to year since their disgraceful birth 
in the corruption of the Tweed ring.” 

“In none of the reports of the Comptroller is it possible to ob- 
tain in succinct form an intelligent view of the city’s true financial 
position.” 

Thus are the city’s records and reports characterized in his 
address before the Savings Bank Officers’ Association. Not in- 
frequently have such utterances come in the past, though usually 
from a less authoritative source. This is the voice of a represen- 
tative of one of the largest dealers in the city’s credit, laying down 
the conditions for future investment judgment. 

The investor in long time obligations of the city—2o year or 
50 year bonds—must look to the prospectively remote ability of 
the municipality to meet its outstanding credit. Currently it must 
pay expenses of operation—for the government must be main- 
tained at whatever cost or sacrifice of other interests; currently 
it must meet its interest payments ; currently it must make its sink- 
ing fund contributions. But if in any of these obligations it shall 
fail for lack of ability to procure adequate revenues, the sinking 
funds will be first to suffer; i. e., the security for the payment of 
the principal of the city’s debt will be the first to be impaired. 
This is the reason for the bond buyer’s concern at the rapidly ris- 
ing debt—this increasing need for current revenue for sinking 
fund purposes, with a limit fixed on taxation. 
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The city’s long-time creditor is interested in knowing not only 
what the total amount and what are the different classes of the 
city’s liabilities, but also what current assets and capital resources 
the city has. He is interested in a true statement of current 
assets, as a means of knowing whether the corporation will be 
able to pay expenses, and have enough of current revenue left to 
pay interest and meet sinking fund requirements. He is inter- 
ested in a true statement of the permanent improvements and 
equipment, that he may know what use the city has made of 
funds borrowed, and how this will affect the future revenues and 
expenses. But further than this, he is interested in a true asset 
accounting in order that he may know whether proper and ade- 
quate provision is being made for maintenance and depreciation 
of properties that should be currently cared for. Is the city bor- 
rowing money on long-time bonds to meet current expenses? 
The classified report, or balance-sheet statement, of liabilities 
should show this. Are long-time bonds being issued to buy 
brooms for street-cleaning? Are fifty year bonds being issued 
for the repair and repavement of streets, when the life of these 
repairs or repavements will not be more than a fourth or a fifth 
of the period which the bonds have to run? Such a condition 
should be shown by a proper asset and liability and expense ac- 
counting. The fact that the current revenue provisions are inade- 
quate to provide for expenses, by the amount of bonds so improp- 

‘erly applied to the purchase of supplies and current maintenance 
charges, should also appear from adequate reserves set up to meet 
such expenses. Unless the levy be adequate to meet current 
charges including all proper expense and depreciation reserves, 
the income and expense accounts would currently show a revenue 
deficiency. This is some of the information that will be required 
by investors before the city of New York will be able to sell bonds 
at their full worth, i. e., without the price being scaled om account 
of the wide margin of risk that lies in uncertainty as to those cor- 
porate facts and conditions which should be revealed by a proper 
system of accounts. 

The bond buyer, however, is not the only one to lay claim to 
more exact information concerning the city’s affairs. The de- 
mand of the citizen was recently expressed editorially in one of 
our leading dailies as follows: ‘“ There ought to be available for 
use in each fall election a report on the city’s business resembling 
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those presented to stock-holders of leading corporations.” This de- 
mand includes all the information required by the creditor, but it 
goes further; the citizen would have reported such additional 
data as will enable him to judge as to the economy with which 
public moneys have been expended, and as to the efficiency of 
public service rendered. The tax payer would.not only know 
what resources the city has to represent bonds outstanding, but 
would also know what resources are in hand to represent bonds 
paid from sinking funds. These funds are the capital contribu- 
tions of municipal tax payers. What properties has the city to 
account for them; or if not properties, then in how far have the 
current expenses been reduced by allowing properties acquired to 
become impaired or by suffering them to depreciate? Has there 
been a reduction in taxation equal to the depreciation, or have 
reserves been created for replacement? Has the municipal estate 
been administered in such manner as will reflect credit upon the 
officer and will prove economical to the tax payer? 

Mr. Vanderlip is sanguine not only with respect to the future 
of the city’s credit, but also of the immediate prospect of account- 
ing reform. In the present Comptroller he sees “a man who 
recognizes with remarkable clearness the exact situation sur- 
rounding the city’s credit ; one who has the force and energy that 
give every promise that great improvement will be wrought.” 
But lest through some misapprehension as to the task which the 
Comptroller has before him, and the unstinted co-operation neces- 
sary to the accomplishment of this much desired end, something 
may be said of the office of which he took possession in January. 
Speaking of conditions of the records in the office of central con- 
trol not long since, a man of national reputation cognizant of the 
facts, said, “There are on the city’s books over twenty-five hun- 
dred accounts of which the accountants of the municipality them- 
selves do not know whether they represent assets or liabilities.” 
This may seem somewhat startling, but not less so than a recent 
expression of one old in the city’s service who vouched for the 
statement that “there were between one and two hundred ac- 
counts on the general ledger alone, representing millions of dol- 
lars, concerning which those in the Comptroller’s office know 
practically nothing.” These accounts are balances inherited from 
pre-consolidation times, and have never been analyzed. 

That those who are at present in the Comptroller’s office are 
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not responsible for the conditions will be understood when it is 
known that on the event of one of the largest boroughs being 
brought under the present charter, several millions of dollars were 
turned over the Chamberlain by the Borough Treasurer, and sev- 
eral wagon loads of books were dumped upon the Comptroller, 
these books were not in balance, and the accountants for the city 
have not to this time been able to reconcile the cash received with 
the records. The case cited is not an exception. To walk 
through the chaos of papers, books, files and documents that have 
been piled in heaps into the offices occupied by the finance de- 
partment of the city by the various borough officers after consoli- 
dation, to go over some of the records and see the conditions in 
which they were left, to view the inadequate filing space, to say 
nothing of the criminal negligence displayed by the city in per- 
mitting its most valuable records to be crowded up in unused 
corners, or at best packed away in sheet iron shatns for safes, some 
of which were found to have wooden locks, would leave no wonder 
in the mind of any unbiased observer that the city today is unable 
to publish a balance sheet or, for that matter, even to tell within 
several millions of dollars the amount of assessments and arrears 
it has on its books. In view of such a condition we need not mar- 
vel so much that some of the books representing revenue assets 
have not been balanced since 1898, as that the records of cash re- 
ceived and cash disbursed by the general officers of the city since 
consolidation have been kept clean. During the last eight years 
there has been a complete balancing record maintained with ap- 
propriation accounts, bonds, trust funds, and with cash receipts 
and cash disbursements. 

Much has also been done to untangle the maze of subsidiary 
records and to analyze the balances inherited from the old books. 
Yet this work is scarcely begun. It will require years before 
official knowledge may be gained of all the subsidiary records. 
And in the nature of things the cost to the city will be great. 
This, however, should be done and the Comptroller should be 
given the means of unraveling this financial mystery. 

But with a mastery obtained over existing records the city will 
know only what it has inherited; it will not be put in position 
to liquidate and realize on this inheritance, and to state its 
financial condition as reflected from the past. The Comptroller 
will still have before him the task of devising and installing a new 
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system of accounting or of so far modifying the old one that a 
balance sheet may be currently taken off, and an income and ex- 
pense statement may be currently and economically made. Un- 
less provision be made for obtaining these data regularly and 
promptly from the current closings of the books, and a system of 
asset and liability, and income and expense accounts be installed 
which will currently answer the demands of creditors, and give 
to officer and citizen such information as to enable them to think 
intelligently about the business of the city the municipality will 
still be under the same disadvantage as is at present the subject 
of continued comment. 

In the boroughs, prior to consolidation, and in the city of 
Greater New York since, the accounts have not been such as to 
lend themselves to the purposes of creditor judgment nor to the 
purposes of those interested in obtaining a view of administrative 
results. Whatever may be the multiplication or complication of 
records of cash received and .cash disbursed, when kept with ap- 
propriations (the present system) there can be only a statistical 
approximation as to assets and liabilities, revenues and expenses, 
and such data as are kept for the purposes of such reports will not 
be under the same control. Nor will there be the same necessity 
for keeping them up to date, for prompt reporting, as if these were 
made subjects of general controlling account—accounts which 
must be closed and correctly stated before a trial balance may be 
drawn off. 

Coming down from prior practice and from departmental cus- 
tom there are at the present time instances of duplication, triplica- 
tion, and even quadruplication of accounts representing the same 
transactions, in each case closing with the same appropriations and 
funds, but in no case reflecting financial condition or administra- 
tive economy. Much of this energy is worse than wasted. One 
of the tasks of the Comptroller is to properly utilize the staff 
which is at the present on the pay rolls of the city. Generally 
speaking, books are kept in departments from which any informa- 
tion may be obtained, but, usually, this is not made available, either 
to the administrative or to the public except spasmodically, and in 
fragmentary form as statistically gathered in special reports. The 
only information that is regularly and currently closed into con- 
trolling accounts pertains to funds and appropriations. The state 
of appropriations may be known within a few days after each clos- 
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ing date, but when the head of a department or Mayor as Chief 
Executive desires information in matters pertaining to economy 
of operation or departmental cost compared with service per- 
formed, there must be the expense and delay of special statistical 
investigation and reclassification of data on collateral departmental 
records and files, 

In one department, for example, three records are kept in 
which expenditures, as summarized from invoic-s, are distributed 
against appropriations ; in another department two sets of records 
are similarly kept. At the same time the same data are brought to- 
gether in the Finance Department. This information can be of 
little use to the department since it has no bills to pay. There is 
little need for the department keeping records with City Creditors, 
it being the duty of the Comptroller to report to the departments 
each month the amount of appropriations unexpended. There 
would seem to be small need for a duplication of similar accounts 
in the department, at the same time it would seem that accounts 
should be kept which would show the cost of operating the several 
functions for which the head of the department i; held responsible. 
Nevertheless, this is not done. In the street cleaning department, 
the cost of operating the incinerating plant, the tug-boats and 
scows are not made the subject of controlling account; in the: 
Department of Bellevue and allied hospitals, the general accounts 
do not show the cost of operating the kitchen, the cost of the laun- 
dry, the cost of house-keeping, or the cost of the several wards for 
each of the several hospitals operated by the Board of Trustees, 
but the general accounts are designed to show what is the balance 
of each fund and appropriation unexpended. 

The present accounting system presumes that the administra- 
tion is not interested in economy and efficiency, but only in know- 
ing whether it is keeping within appropriations authorized—a 
character of information which both the Comptroller and Cham- 
berlain are required to keep at the central office as a basis for 
audit and payment, but which, as a guide to the executive responsi- 
ble for the economical and efficient management oi the city affairs, 
and as a guide to citizen and creditor, such departmental accounts 
can have but little value. If the head of the department of Docks 
and Ferries is asked to make a statement of the cost of carrying 
a passenger or a ton of freight to Staten Island not even a statis- 
tical approximate may be gained till the data of the department 
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have been summarized, the expenses of ferry administration, of 
operation, of maintenance and repairs, etc., have been brought 
together and lined up with the amount of business done, instead 
of being currently and regularly laid before the Commissioner, the 
Mayor and Taxpayer. 

The task of devising and installing a system of accounts 
which within each department will give administrative results and 
which in the general office will summarize these as well as record 
transactions of cash and show appropriation balances unexpended 
—which will do this without unnecessary duplication or complex- 
ity of records—must have in mind the character of the administra- 
tive divisions known as departments. Leaving out of account the 
trust and corporate records which would be kept by such depart- 
ments as are separately incorporated, such as the board of educa- 
tion, and taking cognizance only of departmental activities as a 
division of the great public corporation, the department has no 
assets and no liabilities, it has no cash, except such petty cash as 
may be collected or disbursed, it has no bonds outstanding, no 
interest to meet, no bills to pay. The departmental accounts are 
purely subsidiary, and as subsidiary accounts their chief value is 
to show administrative expense relations. As to the disburse- 
ments of the city against appropriations, the original vouchers and 
supporting invoices are returned to and become a part of the 
records of the Comptroller’s office. The only purpose of keeping 
such accounts in departments would be as a basis for administra- 
tion. But administrative cost is not usually derived from this 
source. Departmental expenses are generally of two kinds, viz. : 
salaries and supplies used. Summaries of expenses which will 
show economy and efficiency of management may in most cases 
be obtained from the time books and from requisitions on depart- 
ment store-keepers. The forms in which these expenses may be 
first obtained are in classified summaries of pay rolls, and in 
classified reports of store-keepers. In organizing a system of 
departmental expenses for corporations which will reduce the de- 
tails of accounting to a minimum it is common to require such 
summaries and reports to be made in such form that when checked 
to time books and requisitions, and properly audited, they may be 
used as journal vouchers from which the several footings may 
be posted direct to the expense departmental ledgei. The store- 
keeper must make his report to clear himself of stock and the 


Tye 





The Journal of Accountancy. - 


expenses of the department may be reported to the Comptroller 
within a few days after the first of each month, there in turn to 
be entered into general controlling expense accounts of the city. 
A duplicate of each departmental reports and a copy of the general 
administrative accounts on the general books, together with a 
digest of administrative statistics, might also be laid before the 
Mayor, from which the economy of operation and the efficiency 
of those in responsible positions might be judged. 

By whatever method the Comptroller may undertake to re- 
form the administrative accounts and lay the foundation for cur- 
rent reports and statistics necessary to intelligent direction of 
affairs, it will be necessary for him to map out a system based on 
a common classification such as will serve as a uniform basis for 
departmental reporting, and such as will lend itself to central con- 
trol in the general office of municipal account. In other words, it 
will be necessary to institute both a system of asset and liability 
accounts, and a general classification of income and expense ac- 
counts, in addition to the appropriation and fund accounts that 
are at present kept by the Comptroller. 

To lay the foundation for a uniform system of accounts such 
as is suggested by Mr. Vanderlip and by others, a system which 
will serve as a basis for investment judgment as well as for ad- 
ministrative and citizen control, and to keep these under account- 
ing control while order is being brought out of the chaos in the 
old borough records, it will be necessary for the Comptroller to 
engage some temporary accounting device, such as for the time 
being to carry these old balances into suspense until they can be 
analyzed. 

The work of organizing, of devising, of installing a system 
of administrative accounts, and of training a staff used to old 
ways, a staff which is leaning on a vested right to employment un- 
der civil service rules, in many cases subject to discharge only 
when criminality or gross discourtesy and insubordination, or 
inability can be proved, is an undertaking in which many a one 
who has been successful in the organization and execution of an 
administrative system in a business corporation might signally 
fail. 

There are those, however, high in authority who are not want- 
ing in faith. To advert again to the recent essay of Mr. Vander- 
lip: “One of the greatest opportunities to do a public service 
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existing anywhere today, lies in the position of Comptroller of 
the city of New York. The demands of that position fall but 
little short, in real importance, to the position of chief finance 
minister of the Nation. In the financial world the position should 
be regarded as a close second in dignity and recognized responsi- 
bility to the Treasury portfolio itself. There is the opportunity 
for the genius of a Hamilton in reforming the accounting methods 
and presenting to the public a true report of the business of the 
city. It isa fortunate thing that the position of Comptroller car- 
ries with it a centralized power that makes it possible quickly to 
obtain effective results. It is fortunate too—and some of you 
may be surprised at the statement—that there are among the old 
employees of the Comptroller’s office a number of men who, for 
ability, loyalty and devotion to their work, and for unselfishness 
of motives may well challenge comparison with the staff of any 
financial institution of the city. 

The recent act placing in the office of the Comptroller a statis- 
tical bureau, still further adds to his power. But there are cer- 
tain legal and original difficulties to be encountered, some of 
which must be removed before the best results may be insured. 
And above all it is to be held in mind that the Comptroller is an 
officer independent of the Mayor. The chief executive as official 
head of the administration, responsible for the economy and effi- 
ciency with which the business of the city is administered, must 
wait on the voluntary co-operation of the head of the department 
of finance for the installation and maintenance of departmental 
accounts suited to the administrative purpose. 

The opportunity of the Comptroller lies in his power and in a 
situation which offers full scope to use it. Municipal Accounting 
Reform for the city of New York waits on the broad co-operative 
intelligence, and the active patriotism of the Comptroller in the 
use of that power rather than a duty imposed by law. The fund 
and appropriation accounts now kept, may by him as by his prede- 
cessors, be held to meet the full measure of his responsibility. 





Municipal Control of the Philadelphia Gas 
Works. 


By Warp W. PIerson. 


The ordinance of March 21, 1835, establishing a municipal 
gas plant in the City of Philadelphia, was framed upon the princi- 
ple that supplying gas is a public function which ought not to 
be controlled by a private corporation. The essential features 
of the ordinance were: A capital stock of $100,000 to be sub- 
scribed for and paid in by citizens who agreed, in consideration 
of the profits which might accrue from the operation of the plant, 
to take all the risks of the undertaking, the whole of the invest- 
ment, management, and other details to be confided to a Board 
of Trustees, who were to be elected by Select and Common Coun- 
cils (12 in all; 6 chosen by each branch of councils for a term of 
three years, one-third being chosen every year); the supply of 
gas to the public lamps to be at half the price charged to private 
consumers ; and the right of the city at any time to take possession 
of the works by giving the stockholders certificates of 6% city 
loan, redeemable in 20 years in exchange for their stock. An- 
other issue of 250 shares was made by ordinance of January 28, — 
1836, but the money realized from this source was insufficient to 
support the policy of extension, and necessary loans were made 
. for the purpose of enlarging the works. 

March 1, 1841, the city authorities decided to avail themselves 
of the right to take over the works and settle with the stock- 
holders on the terms of the original contract. A final settlement 
was quickly reached under which the stockholders received $125,- 
000 of 6% city loan and $48,000 of 5% city loan, in place of their 
original capital stock, and in addition thereto the net profits up to 
February 1st. For the security of the loan holders, it was stipu- 
lated that a Board of Trustees should have the whole control and 
management of the works and of the sinking fund, thus continu- 
ing the trustee system as originally established, until the loans 
created on the gas works account should be extinguished. From 
the date of the ordinance just cited, the city owned the gas works, 
but controlled them through an irresponsible body until April 
4, 1887, and then directly through the Bureau of Gas until No- 
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vember 30, 1897, when the United Gas Improvement Co. took 
over the plant on a long term lease under the control of which 
the works are now operated. 

As soon as the authority was given by councils work upon the 
installation of the new plant was begun immediately north of 
Market Street facing the Schuylkill, and pushed so rapidly that a 
plant competent to manufacture 75,000 cubic feet of gas daily, as 
required by the ordinance, was put into operation February 8, 1836. 
The popularity of the new illuminant, more because of safety, 
cleanliness and convenience than because of cheapened cost, very 
shortly taxed the works to their utmost capacity. The expense 
of necessary additions and extensions made imperative by the 
continually increasing demand, was met by 6% loans. On this 
account loans were created for the use of the gas works to the 
amount of $7,470,000. 

The pledge for the repayment of these loans rested upon the 
faith of the city and the buildings, apparatus and fixtures of the 
gas works. Every ordinance creating a new loan carried with it 
a sinking fund provision, which authorized the trustees to reserve 
out of the money received from the manufacture of gas a certain 
per cent. (8 to 10) on the amount borrowed. An ordinance of 
1841 required that all the net profits should be appropriated to the 
sinking fund, and they were so applied until 1844, when coun- 
cils took action to reduce the price of gas. This was brought 
about by the passing of an ordinance, to which the concurrence 
of the loan holders was obtained, that authorized a reduction in 
price whenever the net profits should exceed 8% for the interest 
of the sinking fund, and an additional sum of $20,000 per year 
for extensions and renewals. The power to fix the price of gas 
was also placed in the hands of the trustees, and, in conformity 
with the ordinance of June 20, 1844, they reduced the price to 
$3.00 per one thousand cubic feet with a discount of 5% for 
prompt payment of bills. The increase in business led to a fur- 
ther reduction to $2.80 the following year. Profits continued 
with the enlargement of the field of distribution and the price of 
gas was accordingly lowered from time to time, until in 1852 it 
was fixed at $1.90 to private consumers and at $1.00 to the city— 
a marked difference from the original price in 1836 of $3.32% 
and $1.66% respectively. 
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To keep pace with the growing demand for gas, additional 
real property was purchased at Point Breeze, where new works 
were put into operation December 13, 1854. Fearing that these 
works could not be profitably operated unless dwellings were 
provided for the workmen, Point Breeze being then unimproved, 
the trustees asked Councils to authorize them to expend $500,000 
for this purpose and on the usual terms, viz., that the necessary 
loan be paid out of the sinking fund created on the gas works 
account. But the recommendation was passed by practically un- 
noticed. 

Up to this time the trustees had spared neither time nor labor 
to perfect the works, engaging in experiments and investigations 
from time to time in order to improve the product and at the same 
time to reduce the price. In less than twenty years after its 
establishment the city gas plant had been brought to a satisfac- 
tory financial, as well as an enviable physical condition. Though 
the gas produced was of but 10-candle power, it was as good as 
that used by other large cities, and was to be had at a less price. 
The outlay of funds was large, but the trustees had been able 
from the very beginning to meet all their obligations, including 
the fixed percentage payable to the sinking fund. In 1854 Coun- | 
cils passed an ordinance providing for a chief engineer and other 
officers to manage the works. This caused alarm, real or feigned, 
among the loan holders, and a bill in equity was filed by the 
- Western Savings Fund Company of Philadelphia and others, 
holders of certain city gas loans, to restrain the city from inter- 
fering with the trustees of the gas works (31 Pa. 175). The 
restrictive clause in the earlier loan ordinances providing for man- 
agement by a board of trustees was construed by the Supreme 
Court to preclude the city and its officers from all interference 
with the control of the trustees until the maturity and payments 
of the loans. Accordingly, the trustees managed the gas works 
until July, 1885, when the last of the loans subject to the restric- 
tion, expired. The consolidation of the city also came at about 
this time, and the local gas works were brought under the control 
of the trustees, thus opening a new field for financial exploitation. 

In the meantime the board made the best of its opportunities. 
During the Civil War the city fell into the hands of a not too 
exalted social element. This element helped a few men into the 
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gas department of the city. By careful distribution of the em- 
ployees in the various wards, delegates and officers pointed out 
beforehand by the employers, were selected without difficulty at 
primaries and caucuses. Although the number of gas works em- 
ployees did not reach more than 2,000, yet these, together with 
the employees of the car companies and contractors, formed a 
compact voting array carefully protected by the police. Inde- 
pendent voters were prevented from attending election, and no 
person opposed to the “ gas ring ” could obtain nomination, much 
less election. Once in power the “ gas ring” proceeded to ex- 
ploit Philadelphia much as did Tammany in New York, only 
it did so a little more prudently. The price of gas was high, but 
the income of the city from this source disappeared through some 
mysterious system of keeping accounts. The city debt at the 
same time increased at the rate of about $3,000,000 annually. In 
every municipal office there is evidence of malfeasance and mis- 
appropriation, so that the gas trustees were not alone in their 
failure to keep the public faith. 

The “ gas ring,” like Tammany, stopped the mouth of the press 
by subsidy. The city’s representatives in the legislature were of 
the lowest order of politicians, known in Harrisburg as “ roost- 
ers,” an appellation of their own adoption. Laws were enacted 
by the legislature to enable the city through its various depart- 
ments to expend large sums of money in advertising. One 
paper is said to have gotten $50,000 a year, while the silence of 
others was purchased for smaller amounts. It is not at all unlike- 
ly that there were considerable drawbacks pocketed by the offi- 
cials themselves. The “ ring” was aided not a little in its gen- 
eral corruption by the registry law in the early 70’s. Small em- 
ployee-politicians could put on or leave off the election lists whom- 
soever they saw fit. Voting on fictitious names came first, then 
repeaters, then direct falsification of returns, which was the cheap- 
est method of defeating the popular will. It sometimes hap- 
pened that there was no relation between the number of votes 
cast and the official returns. If sinecures were wanted, recourse 
was had to the legislature, which created new offices with nominal 
duties. Since the predominant party in the state was dependent 
to a considerable degree upon the city, the “ ring” was sure of 
legislative support. It took ten years of spasmodic effort on the 
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part of the respectable element before the first impression was 
made upon the “ring.” The first real break did not come until 
1881, when the trusteeship was nearing its end. With such a 
reprehensible system in vogue, accounts and reports prepared for 
the city by the trustees are of little value for comparison or for 
any other purpose save as an illustration of mathematical sleight- 
of-hand. 

During the last few years of the trustee control but small 
effort was made to maintain or improve the works, the sole ob- 
ject being to get the most possible out of the gas plant before it 
should come directly under the control of the city. Venality was 
evident everywhere. It is even said that respectable men were 
ashamed to be seen coming away from the gas works’ office. 
Yet the official reports submitted to Councils show evidence of 
careful and profitable management of the works. Records for 
only three years are given, but similarity to others makes further 
figures unnecessary. 

Expenditures Gross Profits 

$829,991.07 
3,861,420.62 814,132.27 
4,624,340.67 551,515.72 

The report for the year 1885 shows an expenditure for per- 
manent works of $260,768.64; for street mains, $144,115.48; for 
service pipes, $63,545.75. Net profits at the same time amounted 
to $239,265.72. The quantity of gas manufactured during the 
year was 2,757,844,000 cu. ft., an increase over 1884 of 200,166,- 
ooo cu. ft. The city was supplied without charge with 14,268 
lamps. At $25 per lamp this would amount to $356,700. In 
1885 thirty-four miles of pipe line were laid, which brought the 
total length of pipe line up to 823 miles. 

The report for the year 1885 shows the following assets : 

$6,152,833.59 

3:5951442.43 

2,042,219.76 
Public Lamps 11,814.02 
Valuation Spring Garden, Moyamensing, West 

Phila., Frankford Works 
Valuation Southwark, Moyamensing, Germantown, 

Manayunk, Richmond Works 
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Loans and stocks remaining in the Sinking Fund of German- 
town, Manayunk and Kensington gas companies bring the total 
valuation of the gas plant of the city up to $15,812,710.05. The 
accumulated profits December 31, 1885, amounted to $5,506,- 
622.13. Such was the reported, if not the actual financial condi- 
tion of the gas works for the year when the last of the restrictive 
trust loans expired. 

As the life of the trust neared its end, capitalists made plans 
to obtain complete control of the gas supply. The first proposi- 
tion was made by a syndicate in 1883, offering $10,000,000 for the 
gas works in return for an exclusive franchise. But since no 
definite action could be taken until after the last of the bonds had 
been retired, the matter was allowed to rest in abeyance. In 1886 
an ordinance was introduced into Common Councils providing 
for leasing the gas works to a syndicate for a period of twenty- 
five years, the price to be paid therefor being $300,000 and in 
addition thereto an annual rental of $1,000,000 payable quarterly. 
In case one-half of the net profits exceeded $1,000,000 the city was 
to get one-half the net profits. The syndicate was to light, free 
of charge, 20,000 street lamps and to make no charge for lighting 
the public buildings. During the first five years $3,000,- 
000 was to be expended for improving the works. Gas of 18 
candle power was to be furnished at $1.50 per M for the first ten 
years and thereafter not to exceed $1.25 per M. At the expira- 
tion of the lease the works were to be restored to the city in a 
thoroughly efficient condition. 

The United Gas Improvement Company also submitted an 
almost identical proposition. After an initial expenditure of 
$3,000,000 the works were to be maintained in first-class condi- 
tion for the twenty-five years of the lease; the whole to revert to 
the city at the end of that time without repayment of any part of 
the sum. So long as the price of gas was fixed at $1.50 the city 
was to receive 33 1-3% of the gross receipts from the sales under 
the guarantee that this should never be less than $1,250,000 per 
year. In event of a reduction to $1.25 the city was to receive 
25% of the receipts of the gross sales. Both of the propositions 
involved a reduction of 10 cents per thousand feet. Taking the 
growth of the past as a basis, it was estimated that the acceptance 
of the proposition would bring into the city’s treasury a total 
rental of $36,500,000 with gas at $1.50. 
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Neither proposal was accepted. The buzz of municipal opera- 
tion, as well as ownership, was heard everywhere. Prominent 
men of the city generally bent their energy to urge the city to take 
over and to operate its own plant. The people were all eager to 
wrest the control of their gas works from the hands of the spoi!- 
ers, now that it was possible to do so. The Bullitt Bill which 
went into effect April 1, 1887, gave the added necessary impetus, 
and the people undertook to operate the gas works. 

The second period of municipal ownership dates from the 
ordinance of April 4, 1887, when Councils organized the Bureau 
of Gas as a part of the Department of Public Works. With this 
ordinance the irresponsible trusteeship came to an end and the 
gas works were brought under the control of an official directly 
responsible to the mayor. 

Although the plant which the trustees turned over to the city 
was supposedly worth not far from $15,000,000 at paper cost 
valuation, it was in reality old, dilapidated and by no means fit to 
meet the demands put upon it. During the ten years of city op- 
eration every effort was made by the thoroughly conscientious 
men in charge to bring the works to a reasonable stage of effi- 
ciency, but the stingy policy of Councils precluded any real per- 
manent improvement. In the course of this same period of ten 
years the city debt was reduced from $60.62 per capita to $34.54 
per capita. But at no time was there sufficient money appropri- 

ated for proper extension of the city gas plant. The people were 

clamoring for a reduction in the tax rate, an item of expense 
which touched them immediately and directly. The improvement 
of the gas works was not of importance to the individual because 
the welfare of the city plant did not touch him directly. It was 
this attitude of indifference and the feeling of remoteness from 
anything which did not insure a prompt financial return, more 
than any lack of civic pride, that stood in the way of success in 
the undertaking. The financial results of municipal gas operation 
in Philadelphia are shown in the table on next page. 

With the beggarly appropriations made by Councils as shown 
in this table, it is remarkable that the gas works were kept 
in sufficiently good repair to supply even the old customers, let 
alone any natural increase in the demand. The service pipes were 
maintained in a poor condition so that during the closing years of 
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Expenditure E Excess of 
for perman- | Expenditure for Ext’n’s rs of | extensions 
Year Gross Profits | ent improve- ey ts used | “and im- 
ment on or other city | provements 
works New Mains |Service Pipes | PUTPOS€S § |over profits 








. $684,356.00) $03,175.00! $85,021.82) $81,322.07) $424,838.01 
781,012.80 128,568.32 163,576.36 91,059.71 397,808.41 

++ 1,240,403.15 276,386.39 140,848.50 96,779.68 726,388.49 
+ 1,531,0190.41 136,642.17 258,150.63 105,580.70 830,645.01 
os 1,441,308.61 91,550.68 256,121.30 100,675.83 992,960.80 
sees 1,425,789.12 133,029.00 149,305.34 100,932.40] 1,041.922.38 
aes 1,459,060.37 202,243.47 111,608.51 107,575.03| 1,037,642.36 
192,310.81 324,616.12 102,364.97 118,905.52 S.a4 $4 eoted 
284,580.56 3,100.00 115,773-03 113,873.11 51,843.42 





++ 352,988.80 242,309.53 80,637.88 117,981.87 87,940.48 
Total. .$9,192,848.53|$1,632,220.68/$1,463,408.43/$1,034,685.92 |$5,504,0409.78 $443,526.38 




















municipal management leakage reached almost 25%, whereas the 
leakage should not be more than 8% in a properly conducted 
plant. Until 1894, when the city reduced the price of gas from 
$1.50 to $1.00, there was a considerable excess of profits used for 
other city purposes. All of this money should have been put 
back into the plant or have been used in improving the service 
or in popularizing the use of gas by taking care that the com- 
plaints of customers met with prompt attention. Each year from 
$225,000 to $450,000 were expended in extensions and improve- 
ments, but this sum was inadequate. 

The city manufactured coal gas. Coal gas is of low candle 
power, reaching at best 14 or 15. To this considerable air was 
often added through carelessness and incompetency of work- 
men, which lowered the light intensity. To bring it up to a can- 
dle power sufficient for reasonable illumination the city began to 
purchase water gas from the Philadelphia Gas Improvement Com- 
pany almost as soon as it entered upon the operation of the works. 
By 1897 the amount so purchased reached nearly 2,000,000,000 
cu. ft. per year at a cost of over $700,000. The rate of 37 cents 
per thousand, which the city paid, seems reasonable enough, but 
this is made high when the leakage of one-fourth is taken into 
consideration ; the more so when an offer was made in 1897 to 
supply water gas at 25 cents per thousand. This would have re- 
sulted in a yearly saving of about $250,000. The water gas was 
mixed with the coal gas in the main and consequently large por- 
tions of the city were never supplied with gas of over 10 or 12 
candle power. People were glad enough to make use of oil lamps 
in place of paying a high charge for so poor an illuminant. 
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Despite all the efforts of public spirited citizens, politics and 
the gas business remained inseparable. Coke and coal were 
handled and rehandled for the sole purpose of increasing the num- 
ber of employees. New machines were tabooed lest a few laborers 
might be thrown out of employment, many of whom were too old 
to be of any real service. Some of these were pensioned by the 
United Gas Improvement Company when it took over the works 
in 1897. It was no unusual sight in the days of municipal opera- 
tion to see many men nominally employed at the gas works sitting 
on the wharves of the Schuylkill and receiving pay therefor at the 
rate of $1.75 per day. The city paid an advanced price of from 
20 to 25 cents per ton for coal over that charged to private con- 
sumers. Much of the residual product was carelessly allowed to 
flow into the Schuylkill River. From these products private 
companies realized enough to pay for at least one-half the coal 
consumed, while the city received only about 30% of the cost of 
the coal. The most serious obstacle to efficiency was the tempta- 
tion to use the control over public works for political purposes. 

All through the period of city operation there was a continu- 
ous pressure to place the manufacture of gas in the hands of a 
private company—a tendency which was steadily resisted until 
1897. In 1895 Mayor Warwick assumed the position that the 
gas works should never pass from the absolute control of the 
city. This attitude was plainly set forth in a message sent to 
Councils during the month of April two years later. But in 
September of the same year, for some reason, the Mayor changed 
his policy. In the closing days of October a proposition came 
from the United Gas Improvement Company to lease the works 
for a period of thirty years. When the ordinance was first in- 
troduced it was highly praised by the leading men of the city as 
a model of fairness and liberality. The people were ready to ac- 
cept almost any sort of a proposition which promised better light- 
ing facilities. The old mains were too small to carry gas at 
sufficient pressure to furnish good light. Near the works it was 
too high, and in the outlying districts nothing better than a flicker- 
ing flame could be obtained. Persons who desired to become 
consumers were told at the Bureau of Gas that the appropriation 
for service pipes had been exhausted. Even when this was not 
the case, but 16 feet of such pipe was furnished by the city, and 
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the householder was compelled to bring the gas the remainder of 
the distance to his house at his own expense. Every effort was 
made to manufacture gas, but there was no effort made to sell it 
or to increase the number of consumers. 

With a plant falling into rapid decay and fast becoming a 
hotbed of political corruption, the people unable to obtain light 
or even a courteous refusal of it at the Gas Bureau, it is not sur- 
prising that the ordinance giving the United Gas Improvement 
Company the right to operate the plant under a lease was hailed 
with delight. The prospect of securing better gas seemed to 
overshadow all other considerations. The only question that in- 
terested Councils and the people was whether the company could 
give better gas at a lower figure. If there was any thought about 
the real value of the franchise, it was thrust aside in the hope of 
obtaining better gas. An ordinance leasing the gas works to the 
United Gas Improvement Company passed Councils on Novem- 
ber 12, 1897, and on the last day of the month the company took 
possession. 

In return for exclusive privilege to make and sell gas within 
the city limits the company entered into the following agreement: 

First—To furnish gas of 22 candle power at $1.00 per thou- 
sand cu. ft. 

Second—To pay into the City Treasury upon all gas sold 
prior to January 1, 1908, all sums received in excess of $0.90 per 
thousand cu. ft.; after December 31, 1907 until January 1, 1913, 
all sums in excess of $0.85 per thousand cu. ft.; from December 
31, 1912, until January 1, 1918, all sums in excess of $0.80 per 
thousand cu. ft, and from that time until the expiration of the 
lease, December 31, 1927, all sums in excess of $0.75 per thousand 
cu. ft. Councils is given power to reduce the price at the dates 
above mentioned to $0.90, $0.85, $0.80 and $0.75 respectively, in 
which case the city will receive no money rental. 

Third—To light free of charge all public buildings and lamps 
and to provide for the lighting of 300 additional lamps each year. 
All public lamps to be lighted, extinguished, cleaned and repaired 
at the expense of the company. 

Fourth—To expend within three years $5,000,000 in altera- 
tions, improvements and extensions, and at least $15,000,000 for 
the same purpose during the 30 years of the lease. 


127 


The Journal of Accountancy. 


Fifth—At the expiration of the lease, December 31, 1927, the 
city is to receive the works “ without charge or cost in the condi- 
tion of alteration, improvement and change in which the same 
shall then exist, and the same shall be so maintained as to be then 
in first-class order and condition.” 

On December 31, 1907, the city may terminate the lease on 
condition of reimbursing the company for all its expenditures plus 
6% simple interest. To this must be added the appraised 
value of the property belonging to the Philadelphia Gas Improve- 
ment Company. This property was appraised January 6, 1898, 
at $1,060,000. The interest on this up to December 31, 1907, 
would amount to approximately $640,000. 

The first provision of the lease has been fulfilled to the letter. 
The company maintains a testing station at the works, and the 
gas there is shown to be above 23 candle power at all times, thus 
allowing for a limited amount of diminution in intensity at some 
distance from the plant. The conditions in the second provision 
have brought to the city no inconsiderable revenue. Last year this 
amounted to $668,000. The sum received from this source by 
the city has increased steadily at the rate of more than 3% per 
year; some years it has reached as high as 7%. A continuation 
of this increase and a return of 10 cents to the city for every 
thousand feet sold would amount in the 23 years remaining of the 
lease to $21,178,000, approximately $28,000,000 for the whole 
period of the lease. Already there have been efforts made to 
reduce the price of gas. On April 4, 1906, the mayor vetoed a bill 
reducing the price of gas to $0.90. This would, of course, have cut 
off the revenue of the city. If the company continues to operate 
the gas works until 1928, it will have lighted the city free for a 
period of thirty years, a charge which now amounts to above 
$400,000 per year. This service will have been worth to the city 
at the end of that time, without interest, $14,590,000. 

The sums expended by the company up to December 31, 1905, 
about the apparatus, mains, service pipes, etc., of the Philadelphia 
Gas Works amount to $11,354,919.77 and the interest thereon to 
$3,094,472.45; making a total of $16,018,192.22. It is estimated 
that the interest and the expenditures during 1906 and 1907 will 
bring the total on December 31, 1907, to about $20,000,000. If 
the plant were to receive no further improvement from that time 
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until the expiration of the lease, provided it be maintained in good 
condition, as prescribed by the terms of the lease, the city’s total 
gas plant assets will amount to $62,590,000, exclusive of any 
proper interest charge, which would increase this sum a consider- 
able extent. 

A new proposition was made to the city by the United Gas 
Improvement Company in April, 1905. The company offered to 
pay the city $25,000,000 in return for an exclusive franchise until 
ig80. The price charged for gas was to be fixed at $1.00 per 
thousand until 1927, after that $0.90 until the termination of the 
proposed lease. The city was to receive gas under the same 
arrangement as at present. The $25,000,000 which the city was to 
receive was to be paid as follows : $1,000,000 thirty days after the 
contract was executed; $11,000,000 December 15, 1905 ; $6,500,- 
000 December 15, 1906; $6,500,000 December 15, 1907. In re- 
turn the city was to surrender the gas works until 1980. The 
citizens of Philadelphia were to pay $1.00 for gas for 22 years and 
$0.90 for 53 years. The city was to surrender all claims to profits 
accruing from the earnings of the company as provided for ia the 
present lease. This interest to the city for a period of 75 years is 
estimated to be worth about $150,000,000. There was an im- 
mediate rise of United Gas Improvement stock, which advanced, 
when the success of the proposition seemed certain, not far from 
$26,000,000. One of the discredited political leaders has esti- 
mated that the City Party movement in the city, which resulted 
from the United Gas Improvement proposition, caused a loss of 
more than $40,000,000 to the holders of stock wher the bcttom 
fell out of the market. 

On May 15, 1905, the E. B. Smith Banking Co. of Philadel- 
phia offered the city $25,000,000 on practically the same terms. 
They agreed to advance up to $20,000,000 sufficient sums to pay 
off the amount already expended by the United Gas Improvement 
Company. The city was to receive one-third of the profits for ten 
years and one-half of the profits for sixty-five years. An annual 
rental of $1,250,000 was guaranteed. The participation in the 
profits was to begin after deducting operating expenses, re- 
newals, etc., the guaranteed annual rental, 5% interest on $20,- 
000,000 and on the money paid for improvement. The city was 
thus guaranteed $93,750,000 for the full term of the lease: The 
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price of gas was fixed at $1.00 for the first ten years, after that 
the city was privileged to reduce the price to $0.80, and as profits 
increased to $0.70 or $0.60. Leaving out of consideration any in- 
terest charge, the E. B. Smith proposition was worth $31,170,000 
more to the city than the proposition of the United Gas Improve- 
ment Company. Nevertheless on May 19, 1905, the offer of the 
United Gas Improvement Company was accepted by Councils, 
only to be withdrawn later in response to the general disapproval 
of the public. If we were to take the amount annually guaranteed 
to the city and assume the company’s profit to be an eqivalent 
amount, the total income capitalized at 4% would amount in 75 
years to $1,121,577,575. In view of the declared net profit of the 
United Gas Improvement Company for the year 1905 of 13.6% 
on the capital stock, the assumption just made is entirely reason- 
able. If the city were able to operate the plant with the same 
ability that a private corporation possesses, it would soon be able 
to pay from the profits of its gas works the present outstanding 
debt, abolish grade crossings, and beautify the city to a marked 
degree. Past experience, however, shows this to be impossible, 
and present city “ politics” stand in the way of the successful 
municipalization of the gas works. 

It would be far better for the city to take back its gas works, 
as it may do at the close of 1907, and give an opportunity for new — 
bids to be submitted. The present loaning capacity of the city 
would seem to forestall such a move, since it is but approximately 
. $20,000,000. But in view of the preposition made by the E. B. 
Smith Banking Co. there need be but little fear as to our ability 
to make such a move and hence the mention of such a difficulty is 
not likely to occur. 

Municipal ownership and operation of the Philadelphia Gas 
Works did not prove a success because we failed to apply the 
merit system and because our method of party government causes 
us to be divided upon national rather than upon local lines. If 
there could be a line of division, such as is to be found in the 
opinion of citizens residing in English and Scottish cities, a divi- 
sion of opinion as to the relative merits of public and private own- 
ership, we would have one group acting as the watchdog of the 
other. Such a condition would promote an efficiency of high 
order, but even under ideal circumstances the individual initiative 
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of the American is never developed to the highest degree except 
there be present a personal motive. We are not lacking in pa- 
triotism. We are overzealous in our financial enterprises, much 
to the detriment of municipal functions. Before we can attain 
success in municipal undertakings, there must be an absence of 
partisan spirit animating our city population; we must have dis- 
tinction attaching to the public service; we must introduce the 
merit system in all municipal departments. 

Under the lease the United Gas Improvement Company is 
bound to furnish gas of a certain candle power, and in case it does 
not do so, it is liable to forfeit a fixed sum and may be brought 
into court and compelled to perform its contract. If the city 
were to manufacture its own gas, the citizen would be without 
this protection and a number of others of like character expressed 
or implied, and there would be a swift return to the conditions 
which existed prior to 1897, when the people were ready to sacri- 
fice anything in order to obtain good gas. 

Philadelphia undoubtedly has now the best system for manag- 
ing its public lighting plant of any city in the United States. For 
here we have the general advantages which come from owne: ship 
of the physical plant, and, in addition thereto, the advantage of 
American initiative in private operation. 

The Philadelphia Gas Works operated by the trustees from 
1836 to 1854 was a success; from 1854 to 1885 the trustee system 
was a failure because of political chicanery ; the municipal opera- 
tion from 1887 to 1897 was not a success because of the stingy 
policy of Councils. Under the present lease the value of the plant 
and the total income therefrom by 1927 will be $48,000 ooo. Under 
the proposition tendered by the United Gas Improvement Com- 
pany the value of the lease to the city at the close of the 75 year 
period would be $471,575,000. Under the E. B. Smith proposi- 
tion the value of the lease to the city at the close of the 75 year 
period would be $524,315,315. The total income to the city 
capitalized at 4%, if the city operated its own plant, would amount 
in 75 years to at least $1,121,577,575. 





Some Points in Municipal Accountancy.” 


By Georce Swainson, F. S. A. A., F. L. S., 
BOROUGH TREASURER OF BOLTON, ENGLAND. 


It will no doubt be of interest to you if I describe the system 
of bookkeeping which prevails in the treasurer’s office in Bolton. 
All invoices which are received in my office are despatched to the 
head of the department from whence the order was issued, and to 
which the goods must have been delivered. The head of each 
department keeps his own contract ledgers, etc., so he can certify 
whether such account is correct both as to particulars, prices and 
extensions thereof. He then initials the accounts and returns the 
same to me a few days prior to the date of the monthly accounts 
meeting. These invoices are then checked by my accounts clerk 
from the indexed invoice books, reference being made to previous 
accounts paid to the same person in order that it may be certified 
that each account has not been paid before, and a stamp to this 
effect affixed thereto. 

Each committee’s accounts are then scheduled, and the sched- 
ule, when duly signed, constitutes the Council’s order upon the 
treasurer for payment. Immediately the monthly Council meet- 
ing has been held making such order for payment, I, as treasurer, © 
pay each account by forwarding cheques; an official form of re- 
ceipt with reference numbers thereon accompanying each remit- 
_ tance, which is signed and returned to me, and pasted into a 
guard book from which the cash book is entered up and audited. 

Any invoice which has been ordered by the Council to be paid 
(or for which I have authority to pay on the counter-signature of 
the finance chairman or mayor pending an order for payment) is 
posted immediately to the impersonal ledger from the cash book, 
but ordinarily until an account is approved and passed for pay- 
ment we do not reckon any such account as owing until the year 
end. But in order that our accounts may not be on the old sys- 
tem of receipts and payments, all accounts which were outstand- 
ing on the 31st of March are brought into account by journaliz- 
ing, debiting the several impersonal accounts and crediting a sun- 
dry creditors account; but this is the only occasion on which we 


* Extracts from an address before the Lancashire Students Society of 
the Institute of Municipal Treasurers and Accountants. 
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journalize trandesmen’s accounts. Where there is any important 
account in dispute, and especially in reference to income tax 
claims not admitted, we always debit revenue and credit a sus- 
pense account with the estimated liability on March 31, yearly. 

Instead of using personal ledgers each invoice book is fully 
indexed so that reference is very easily made to all payments made 
to any person or firm from whom purchases have been made by 
the corporation, and, after a long experience in Huddersfield of 
the lack of value in return for the labor of keeping personal 
ledgers for all tradesmen’s accounts, I strongly urge upon you the 
saving of labor gained by adopting our Bolton method. 

You must also always bear in mind that the treasurer’s ab- 
stract should not be merely a skeleton with only the variation 
yearly of amounts of expenditure and totals, as they are bound to 
be if you adopt the railway system of journalizing summaries of 
expenditure to the impersonal ledgers. Our corporation accounts 
should have a newness—a freshness in their appearance yearly 
which the other system lacks. 

Do not forget that the Municipal Corporations Act requires 
the treasurer’s statement to be a full abstract of his accounts. 
Surely this word “ full’? means something more than a mere sum- 
ming up of totals under stereotyped headings. I may add that if 
cutting down of detail posting to a minimum was as essential with 
corporations as it is with tradesmen’s accounts, then I should 
recommend for adoption some modification of the American ledger 
card system or loose-leaf ledgers, but these, I think, should not 
be adopted in corporation offices for the sake of saving a clerk or 
two. 

The lines I have herein recommended are being largely adopt- 
ed amongst the municipalities of England, and I know of some 
treasurers who even adopted this method before we began it in 
Bolton. Recently the borough accountant of Barnsley sent out an 
inquiry to many of the large boroughs, asking the following 
question :—“ Do you keep personal ledger accounts with all your 
creditors and for every fund or account?” In reply I sent him a 
copy of my article in the /ncorporated Accountants’ Journal, and 
the result of his further inquiries as to our system was that he 
wrote me that he should adopt our methods in the new system of 
bookkeeping he had inaugurated at Barnsley. 
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Now I was in hopes that this matter might be dealt with by 
someone else in a paper on “ The General Standardization of other 
Municipal Accounts besides Tramways,” but I have not been able 
to prevail upon any accountant to take the matter up. I learned, 
however, during my inquiries, that especially in the center and 
south of England there is a strong leaning towards continuing 
the old method of journalizing everything, whatever additions to 
the staff this may demand. One gentleman on the south coast 
wrote me, “ That the value of the journal is that it enables the 
head of the department to see at a glance the whole of the entries 
made in the books, and consequently the chief ledger clerk has 
always before him what you may call a calendar of the actual 
events for the month, and when a change in the office takes place 
it involves a minimum amount of dislocation of work; and, in 
addition, if the staff is one with ambitions to satisfy, here is the 
scope for spade work on the part of the juniors. In another bor- 
ough on the south coast where the journal was brought into full 
use it happened that immediately after the accountant left for a 
higher position the chief clerk also left, but the newly-appointed 
borough accountant, though stranded with juniors, had fortunate- 
ly through the use of the journal given to him a key to the whole 
situation without any undue waste of time, either on his part or 
his assistants.” 

This, no doubt, is a distinct value in keeping a journal, but is 
this gain (once in an average of ten years) worth the labor of 
‘journalizing everything for all time, which in the boroughs of 
Lancashire would mean a considerable increase of staff? Of 
course if you are in charge of the accounts of a small borough, 
possibly a personal ledger is the best thing you can have with the 
journal and you can journalize everything, but with a well-in- 
dexed invoice book, and accounts regularly sent in monthly or 
quarterly, a great saving of labor is effected. I have used both, 
and must say that I prefer to check the accuracy of the accounts 
through an indexed Invoice Book rather than through a personal 
ledger, because in the latter place the entries are as meagre as pos- 
sible, while in the indexed invoice book you have the accounts 
themselves to refer to. Many of us find it would be impossible 
with our present staffs to journalize everything in gas, water, mar- 
kets, tramways and electricity trading undertakings, besides all 
our ordinary rating accounts. 
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One method in vogue is to pass each invoice through an in- 
voice abstract book, thus debiting the impersonal accounts in total 
and crediting the tradesmen’s accounts with the separate amounts 
in a personal ledger. This gives little or no information when 
you open the impersonal ledger for the inspection of a member 
of the Town Council. This is known as the Railway Companies’ 
System, and its value is that it enables the profit and loss and 
charges accounts to be closed quickly, but it does not effect the 
purpose for which corporation accounts are kept, viz. :—to enable 
the councillors to fully understand where the money has gone. 


STANDARDIZATION OF ACCOUNTS ON INCOME AND 
EXPENDITURE LINES. 


This important matter of uniformity in corporation accounts 
I first brought up when President of the Institute in 1887. You 
can therefore understand how delighted I am with the recom- 
mendations of the Metropolitan and Home Counties’ Branch of 
the Institute, who have lately gone in so strongly for uniformity 
in balance sheets, but I am rather sorry to learn that the Council 
of the Institute was of opinion “ that in view of the fact that the 
local government board was about to appoint a special depart- 
mental committee for the purpose of making an investigation into 
the accounts of local authorities, no useful purpose would be 
served by now entering into a discussion on this subject.” I 
differ from them entirely, holding a diametrically opposite opinion. 
We ought to lead and not follow the local government board. In 
my opinion we ought to be represented by cur president or some 
other up-to-date and go-ahead accountant that we possess. The 
Municipal Corporations Association might possibly be represented 
by a borough, whose accounts are behind the times. It would be 
worse than a misfortune if the financial representatives of the 
municipalities of England on this special committee were those 
who adhere to the old system of receipts and payments. I am 
afraid the local government board would find them “ blind leaders 
of the blind.” 

I have recently had a good deal of correspondence and dis- 
cussion with American professional accountants and city comp- 
trollers, who are improving and altering their old out-of-date 
‘nethods. I would like to submit for your inspection a few ab- 
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stracts of accounts and reports which they have sent me. They 
are now on.the table before me. They are the accounts of the 
cities of New York, Chicago, Rochester, Minneapolis, Cambridge, 
etc. I particularly desire you to note the difference between the 
City Auditor’s Report and Accounts of Pawtucket, R. I., and 
compare them with those of Minneapolis. A New York financial 
newspaper, criticising this latter report, says:—‘ There are sev- 
eral noteworthy features in the new form of the Minneapolis Re- 
port. In the first place, there is a balance-sheet, and it is quite 
unique. In fact, a balance-sheet is a rare thing anyway in a 
municipal report. Usually, municipal reports are nothing more 
than statements of receipts and disbursements.” I should inform 
you that the accountants and auditors of Minneapolis are leading 
the way in introducing income and expenditure accounts among 
American cities. How greatly this is needed you will gather when I 
tell you that I am credibly informed by the chief statistician of 
the Census Bureau at Washington, U. S. A., that the rates and 
taxes in American cities are often allowed to run five, six, and 
even more years in arrear. You will quite appreciate what an 
open door for misappropriation, fraud, and preferential treatment 
of friends, this method of dealing with municipal accounts on re- 
ceipt and payment lines permits. 

My reason for drawing your attention to the accounts of 
Pawtucket was that on page 21 you there see a “ professed ” 
_ balance-sheet, but nowhere is there shown any details of the capi- 
tal outlay, which had occasioned a debt of five millions of dollars, 
but since writing the above [ have received from a well-known 
firm of Boston accountants their recent report as expert account- 
ants for the City of Pawtucket, showing the new form of accounts 
which they recommend and which has been adopted by ordinance 
of the Pawtucket City Council regulating the new duties of the 
auditor and treasurer. This clearly shows how the bonded debt 
of Pawtucket is made up under the various statutory powers 
granted them by law for waterworks, sewers, schools, street im- 
provements, etc., leaving a margin of nearly a million of debt in 
dollars for ordinary municipal purposes. 

DEPRECIATION. 

I wish to deal with this matter very cursorily, as your Ex- 

President gave you such an excellent paper dealing with this sub- 
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ject exclusively. You are aware that for some time in order to 
get Sinking Fund allowed as depreciation, I have urged that the 
lesser should be merged in the greater, and that Sinking Fund 
should be paid out of the amount provided for depreciation, but 
if the Leeds case succeeds then the need for this will no longer 
exist, as in most boroughs the interest charged on the loan debt 
exceeds the taxed profits of the undertakings, and I fear this will 
be the same in Bolton in a few years. 
INTERNAL AUDIT. 

This matter is a very important one, and since our late Secre- 
tary (Mr. Collins) wrote his book on the subject, you have been 
provided with an excellent vade mecum. I may say that in Bol- 
ton, instead of increasing the staff to cope with the heavy amount 
of work which this entails, our Council decided to increase the 
stipend of the professional auditor, and to throw the duty upon 
him of conducting a continuous internal audit by a professional 
man independent of any corporation official. I am inclined from 
our recent experience to hold that this is the more correct, inde- 
pendent and satisfactory mode of dealing with the matter. I 
know that in giving this opinion I shall open myself to heavy 
criticism by many of my brother treasurers, but a treasurer’s 
time can be very much better employed in studying the interests 
of their corporations on the higher plane of accountancy, etc., as 
many of us have continuous problems of banking now thrust 
upon us. 
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EDITORIAL. 





The Outlook of Accountancy. 


Under this title Mr. Eric N. Carter, in his presidential address 
before the Birmingham Chartered Accountant Students’ Society, 
which is published in “ The Accountant” of April 28, 1906, pre- 
sents a view of the future of the accounting profession which we 
regret that we are unable to reproduce in full, so suggestive for 
American accountants are the conclusions presented. Mr. Carter 
is conservatively pessimistic regarding the future of the profes- 
sion in England. Up to the present time accountants in Great 
Britain have mainly relied for their employment upon bankruptcy 
and receivership work and upon the auditing of joint stock com- 
panies. These avenues of professional employment, Mr. Carter 
fears, will soon be closed to them. The conduct of liquidations 
and bankruptcies is being rapidly taken over by the State, while 
official auditors are, in his opinion, likely to take the place of 
auditors elected by the stock companies. In short, Mr. Carter be- 
lieves that accountancy is passing through a transition period, and 
that unless it gains a new foothold its future standing will be 
decidedly precarious. He remarks: 
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“It is quite certain that accountants are not so necessary in 
the commercial world as are lawyers, architects, and engineers. 
These have to go through a long special training in extremely 
technical subjects which the ordinary business man would only 
waste his time in mastering. These professions, as well as others, 
including that of medicine, are therefore essential to civilization, 
and are bound to extend as civilization advances. They were in 
existence thousands of years ago, and it is no prophecy to say that 
they will be in existence a thousand years hence. The old saying 
that a man who is his own lawyer has a fool for his client is 
truer than it ever has been, but unfortunately this will never be 
true of accountancy. An adaptation of the medical proverb that 
every man must be a fool or a doctor at 40 is more appropriate, 
and probably it will be truer in the future than at the present day 
to say that a business man must be a fool or an accountant at 
thirty. The fact is that the knowledge required by accountants 
is not so very technical or far removed from the ordinary training 
which a business man might with advantage go through. A char- 
tered accountant should have a complete grasp of both the theory 
and practice of bookkeeping ; but every well trained business man 
should also have some knowledge of bookkeeping. An account- 
ant should have a general knowledge of mercantile law, so should 
a business man, if he is to properly manage the commercial side 
of a business. An accountant should have a fair knowledge of 
company law; and it is also well for a director of a company 
to have more than a smattering of the subject. And I could easily 
carry the argument farther, and show generally that a professional 
accountant is nothing more nor less than a commercial expert, 
with an organized staff of clerks to help him in the multifarious 
business duties which he undertakes. 

“ The fact is, then, that while chartered accountants happen at 
the present time to be useful in many ways to the commercial 
community, they are by no means permanently necessary as are 
lawyers, architects and engineers. On the one hand, officialism 
may some day oust us from what we consider to be our birth- 
right, and, on the other hand, as business men become better 
trained themselves they will need our help less.” 

Mr. Carter suggests as a means of escape from this embar- 
rassing situation that the chartered accountant should gain a 
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broader commercial knowledge; that he should add to his com- 
mercial training a considerable amount of technical education. 
He sees some hope for future employment of accountants in the 
organization of industrial concerns, in installation of systems of 
cost keeping, in secretarial positions, and in the auditing of muni- 
cipal and county accounts. On the whole, however, the tone of 
his address must have been exceedingly discouraging to the young 
men who formed his audience. 

Accountancy in the United States, while much younger than 
in Great Britain, has, we are glad to say, no such black and for- 
bidding future before it. In this country instead of the field of 
accounting employment being narrowed by the encroachment of 
other professions and the public officials, it is being steadily 
widened. The work of installing systems of accounts, particular- 
ly cost systems, to which Mr. Carter invites the English frater- 
nity’s attention, has long been thoroughly understood in the 
United States, and the scope of this employment is rapidly ex- 
panding. While most large corporations in this country have 
auditors or comptrollers among their officers, and although the 
auditor elected by the stockholders—a practice which, as Mr. Car- 
ter pertinently remarks, is an anomaly—has never been estab- 
lished in American company law, the practice of employing pub- 
lic accountants as auditors is already widespread and is steadily 
growing. In the United States, as in England, auditing is the 
most important branch of accounting employment, but in this 
country there are no visible limits to its extension. What may 
be termed a branch of auditing—namely, examination with a view 
to ascertaining the condition of business enterprises, occupies a 
large part of the attention of American accountants. The value 
to a business manager or owner of obtaining a disinterested view, 
based upon careful examination, of the condition of his business, 
is coming to be generally recognized, and as accountants gain in 
experience and standing, we think this employment will become 
universal, particularly as the value of the accountant’s certificate 
is admitted where concerns of doubtful standing apply for credit. 
A number of banks require that such an applicant shall submit 
his books to examination by a public accountant, and that the 
accountant’s certificate shall be attached to his property statement. 

The best accountants are also gaining an enviable reputation as 
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business advisers. We know of several large enterprises whose 
managers take no important step without consulting their account- 
ant, and we see no reason to doubt that as an incident of their 
regular employment the accountants may sustain this consulting 
relation to the business community. In addition to all these op- 
portunities for accountancy in the United States there is the 
field of bankruptcy and estate work, for both of which the account- 
ant is much better fitted than the lawyer, and in which the profes- 
sion of accountancy is reasonably certain to gain much recognition 
by the courts. 

We leave to our English friends the solution of their own 
difficulties. The accountancy profession in the United States was 
never more securely established in the respect and confidence of 
the community, and its future usefulness and prosperity were 
never so certain as at present. 


For the Young Accountant. 


Mr. Thomas P. Ryan, C. P. A., addressed the New York Uni- 
versity School of Commerce, Accounts and Finance the other 
evening on “ Essential Qualifications for the Public Accountant.” 
In the course of his address he said: 


My advice to the budding accountant is to keep his theories 
and methods clearly in mind, but to be prepared to add much to 
his knowledge from contact with actual conditions as they con- 
front him. If he is fortunate enough to come in touch with men 
of long practical experience, let him be prepared, while insisting 
on knowing the reason, to defer to their superior judgment, and 
with each new piece of work he will add practice to theory, and 
thus finally be able to reconcile the one with the other. He must 
not be impatient to be intrusted with the personal care of business, 
but rather prepared to begin at the foot of the ladder and climb 
step by step to the top. His education and training should assist 
him to make the ascent safely and quickly; but if he is not pre- 
pared to subject himself to this necessary training, which only 
experience can give, I fear he is not possessed of the patience 
necessary to learn how to obey, without which he will never know 
how to command. There is “ always room at the top,” but it is 
safer and surer to climb the stairs than to attempt entrance from 
the window or through the chimney. 
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United States Government. 


We publish herewith the report of the committee of the 
American Association of Public Accountants appointed to co-op- 
erate with the Committee on Department Methods of the United 
States Government, and record of the proceedings of the two 
committees at their meetings held in the offices of the United 
States Treasury Department, Washington, D. C., May 16 and 
17, 1906, the personnel of the respective committees being as 
follows: 

COMMITTEE OF THE UNITED STATES GOVERNMENT. 

Hon. Charles H. Keep, Assistant Secretary of the Treasury— 
Chairman. 

Hon. Frank H. Hitchcock, First Assistant Postmaster General. 

Hon. Lawrence O. Murry, Assistant Secretary of Commerce 
and Labor. 

Hon. James R. Garfield, Commissioner of Corporations. 

Hon. Gifford Pinchot, Forester—Department of Agriculture. 
Secretary to the Committee—Mr. Overton W. Price. 
COMMITTEE OF THE AMERICAN ASSOCIATION. 

Henry A. Niles—Chairman. 
J. R. Loomis 
A. Lowes Dickinson 
Elijah W. Sells 
Arthur W. Teele 
Secretary to the Committee—Charles J. Nasmyth. 

The official title of the former committee is “ The Committee 
on Department Methods,” though it is perhaps more generally 
recognized by the designation of “‘ The Keep Commission.” With 
a view to facilitating the work twelve “ Assistant Committees ” 
have been appointed, the personnel thereof being selected from 
among the members of the various departments, to whom are 
allotted different subjects for investigation, 

Most of the committees meet twice a week, though several are 
subject only to the call of their chairmen. Several of the assist- 
ant committees have appointed sub-committees from their own 
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members for the purpose of special investigation of divisions of 
the subjects. These committees report to their respective assist- 
ant committees, which then report to the Committee on Depart- 
ment Methods. 

On the invitation of Mr. Keep the committee of the American 
Association went to Washington to enable the two committees to 
confer as to the best methods by which the co-operation with the 
Government’s Committee could be afforded. The Committee left 
New York on the Congressional Limited on the afternoon of 
Tuesday, May 15. 

The two committees met in the office of the Assistant Secre- 
tary of the Treasury at 10:00 A. M. on Wednesday, May 16, 
and, after a brief address of welcome by the Hon. Charles H. 
Keep, expressive also of the Government’s keen appreciation of 
the valuable assistance to be rendered, and the generous and pub- 
lic spirited manner in which it had been offered, the deliberations 
proceeded to deal with the official attitude to be assumed by the 
Government towards the American Association, the degree of 
public recognition to be accorded the Association and the limita- 
tions to be observed in the Government’s formal application to the 
American Association for its co-operation. 


These questions being agreeably settled, and the position of the 
American Association having been satisfactorily defined, a resolu- 
tion was adopted by the Government’s Committee and ordered by 
Chairman Keep to be incorporated in a letter to be addressed to 
the President of The American Association of Public Account- 
ants, which was accordingly done in the following terms: 


WasuHincrTon, D. C., May 16, 1906. 
Mr. Joun R. Loomis, 
President, American Association of Public Accountants, 
30 Broad Street, New York City. 

Dear Sir:—The Committee on Department Methods, ap- 
pointed by the President June 2, 1905, having in view the corre- 
spondence which has already taken place with Mr. Henry A. 
Niles, a member of your Association, looking to the appointment 
of a committee of public accountants to co-operate with this 
Committee, has this day adopted the following resolution : 

“The American Association of Public Ac- 
countants is requested to appoint a committee 
from its members to consult with and advise 
this Committee in investigating, reporting on, 
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and recommending improvements in the busi- 
ness methods and practice of the Government, 
and particularly in its accounting methods.” 
Your committee is therefore requested to give us the benefit 
of your advice in accordance with the above resolution. 
Very truly yours, 
(Sgd) C. H. Keep, 
hairman, 
Committee on Department Methods. 
The members of the visiting committee were then introduced 


to the Honorable Leslie M. Shaw, Secretary of the Treasury, 
who in a few well chosen words extended them the most cordial 
welcome, after which the two committees separated to meet again 
at 2:00 in the afternoon. 
The committee later repaired to the Capitol to present a 
letter of introduction received from Hon. James R. Garfield to the 
Hon. R. Wayne Parker, Chairman of the Judiciary Committee of 
the House of Representatives, then in session discussing the ques- 
tion of a model insurance regulation act for the District of Colum- 
bia, in the furtherance of which objects The American Association 
of Public Accountants is interested. 
At 2:00 P. M. the two committees again met and conferred, 
and it was agreed to establish three classes for consideration 
of the Work of the Assistant Committees, as follows :— 
Class 1—To receive full consideration and to be reported in de- 
tail : 

Class 2—The digests of the several chairmen to be carefully re- 
viewed, and general advice offered thereon : 

Class 3—Final Reports only to be reviewed : 

Mr. Keep made a statement as to the manner in which he con- 
sidered that the American Association’s committee could afford the 
greatest assistance to his committee, by visiting the various de- 
partments, conferring with the department chiefs, and generally 
looking into the methods in vogue. It was explained to Mr. 
Keep that this course was not considered strictly essential at pres- 
ent, because by being furnished with certain technical information 
and reports the same practical results could be obtained and the 
necessity of an extended stay in the city then, and frequent pro- 
longed visits to Washington, could be obviated, though, of course, 
later it would be necessary to visit and personally review the work 
of the committees, particularly those designated under Class 1. 
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Mr. Keep then called on Dr. B. T. Galloway, Chairman of the 
Assistant Committee on Operations of Statutory and Miscellane- 
ous Rolls, to make a statement on the subjects over which he has 
direction and to explain the lines on which his committee is 
working. 

At the termination of Dr. Galloway’s remarks Mr. Keep and 
the members of his committee were compelled, on account of other 
engagements, to retire. The committee of the American Associa- 
tion continued in session until 5:30 P. M. listening to addresses by 

Mr. Geo. Otis Smith, 

Chairman—Assistant Committee of Accounting and Au- 
diting, 

Mr. Norman E. Webster, Jr., 

Chairman—Assistant Committee on Cost Keeping, 

Capt. James B. Adams, 

Chairman—Committee on Correspondence. 

Mr. Smith spoke at some length on the classification of the 
work for which his committee is responsible and recited specific 
instances wherein the present departmental system is believed to 
be susceptible of improvement. Some idea of the character of the 
responsibilities resting with Mr. Smith’s committee may be gained 
from a perusal of the accompanying schedule treating of the classi- 
fication of work. 

Mr. Webster spoke very fully regarding the work which his 
committee had undertaken, and gave the departments which re- 
quire manufacturing cost accounting. He also stated that the 
distribution or classification of expenditures was included with the 
work of his committee, and that they were endeavoring to devise 
a uniform classification which would be so comprehensive that it 
could be used by all departments. 

Captain Adams gave a concise résumé of the work undertaken 
by the committee on correspondence. He said that this committee 
was meeting every day and was visiting the various offices of the 
Government making special investigations of the methods of 
handling correspondence in each of the offices. He also said that 
he expected to have a report on one of the departments ready in 
a short time. 

In the absence of the chairman of the committee on supplies, 
Captain Adams also gave an idea of the work undertaken by that 
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committee. He stated that up to the present time the committees 
have confined themselves to the question of standardizing the 
supplies. 

At the conclusion of Captain Adams’ remarks an adjournment 
was taken for the day. 

THURSDAY, May 17, 1906: 

The committee of the American Association met at 10:00 A. 
M. to consider what preliminary recommendations might be made 
when meeting with the Government’s committee at 11:30, and to 
outline a plan calculated to afford the co-operation which had been 
requested and to be productive of practical results. 

The deliberations tended to a confirmation of the plan dis- 
cussed yesterday of apportioning the various assistant committees 
into three distinct classes and treating their respective subjects 
after the manner outlined in the earlier pages of this report. 
Recommendations in accordance with this resolution were, there- 
fore, made to Mr. Keep when the committees again met, and, 
after full discussion of the subject, Mr. Pinchot proposed the fol- 
lowing resolution, which was unanimously adopted: 


That the Committee on Department Methods approve the 
general plan which has been presented by the committee of The 
American Association of Public Accountants and they are re- 
quested to give us the early benefit of their advice and assistance 
in accordance therewith. 

The members of the Committee on Department Methods then 
individually expressed thanks to the committee of the American 
Association for their kindness in coming to Washington and for 
the public spirited manner in which the Association has offered 
to render its invaluable assistance. 

After adjournment and the retirement of the Committee on 
Department Methods the committee of the American Association 
spent an hour following the deliberations of the Assistant Com- 
mittee on Accounting and Auditing. 

The members of the committee of the American Association 
left Washington for New York on the Royal Blue Limited of the 
Baltimore & Ohio Railroad at 3:00 P. M. 
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Illinois C. P. A. Examinations. 


Following are the examination papers set at Chicago, IIl., 
May 7-9 by the University of Illinois for the certificate of Certi- 
fied Public Accountant : 


Practical Accounting. 


Monday, May 7, 1906, 9.30 a. m. to 12.30 p. m., and 1.30 p. m. to 
4.30 p. m._ 

75 credits to pass, out of a possible 100 credits. 

Each complete answer will receive 16 2-3 credits. Do not repeat 
questions on examination papers, but write answers only, eae gan 
the questions by number. The intelligence indicated by answers will 
be considered in marking the applicants, as well as the technical accuracy 
of such answers. 


(1) In connection with your general merchandise business, you are 
a managing partner on a joint account, where your one-half of mer- 
chandise cost was $15,000.00. Charges posted $150.00. Total Sales 
$8,000.00, and Joint Unsold Merchandise $13,500.00. Settlement charges 
were: Storage $60.00. Commission 5% on Sales. 

Prepare ledger account, and show journal entries closing the ac- 
count on your books, you giving your partner, Robert Bailey, your 
note for his one-half of net proceeds. 

Suppose your one-half first cost was $10,000.00. Charges were 
$9,000. Sales $4,500.00. Storage $20.00. Joint Property unsold $2,100.00. 
Commission 5%. 

Prepare ledger account, and show journal entries closing the ac- 
count on your books, charging Bailey with his share of the deficiency. 

(2) A branch office business was started the first of the year, the 
head office advancing $5,000 cash. During the first year merchan- 
dise was shipped to branch, invoiced at $75,000.00. 

An auditor checking up the business at the close of the year, finds 
the following :— 

Merchandise sales were $60,000.00, with selling price of goods 20% 
advance on invoice. 

Proper vouchers were on file duly receipted for following payments :— 


Rebates and allowances on damaged goods..... $1,500.00 

Salaries and other expenses.................... 4,500.00 

CA dae ath doe sss beeibabd cdanbien 2,500.00 
The books also showed :— 

Remittances to head office...............+.000. $35,000.00 

SEY GOOOIR, bn icdicctccndincansaeeen 15,000.00 


the balance of the sales having been realized in cash, less rebates and 
allowances as noted. 

The cash on hand and inventory of unsold goods, together with 
the foregoing records, properly account for everything. 

Prepare statement, such as an auditor would make in reporting to 
the head office, balancing the business of the branch house. 

(3) John Smith dies on October 15, 1901, leaving a will in which 
he names certain legacies, which, in the aggregate, amount to $50,000.00. 
The executors are then instructed (1) to use their best judgment in 
the disposition of such assets as may be necessary to liquidate all his 
liabilities; (2) to pay to his widow Mrs. Sarah Smith an allowance at 
the rate of $8,000.00 per annum from the date of his death to the date 
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of the distribution of the residue of his estate; and (3) to distribute the 
residue of the estaic after all claims and legacies have been met, as fol- 
lows :—1-3 to ais widow and 2-3 to certain trustees named in the will. 

After his desth the executors drew up an inventory of the estate, 
which, upon being appraised, shows the following condition :— 


Real Estate 

Corporation Stocks 

Bonds with premium added 

Bills Receivable 

Land Contracts 

Interest Accrued on Bonds, Bills Receivable 
and Land Contracts 

Accounts Receivable 


LIABILITIES. 


Mortgage on improved City Real Estate 

Bills Payable 

Accounts Payable 

Funeral Expenses 

Interest Accrued on Demand Notes 1,200.00 

Six months after the inventory has been filed it develops that John 
Smith had endorsed the note of Joseph Stevens for $15,000.00 and had 
jiscounted same with his bankers. pon the note coming due, Joseph 
Stevens failed to meet same. The bank filed a claim against the estate 
of John Smith for the amount, which was duly paid by the executors. 

It is, however, believed that in course of time this note of Joseph 
Stevens can be realized upon. One year exactly after the death of 
John Smith, the executors distribute the residue of the estate, and 
close the books. The following transactions in addition to those enu- 
merated or suggested above, have taken place during the year. , 

75 Bonds Par $1,000.00 and inventoried at 110 were sold at 108 3-4. 

300 Shares Par $100.00 and inventoried at 85 were sold at go. 

400 Shares Par $100.00 and inventoried at 90 were sold at an in- 
crease of 10% of their inventory valuation. 

The Real Estate which was encumbered by a mortgage of $50,000.00 
was sold by consent of the Probate Court and of the widow 
for a sum of $35,000.00 in excess of the mortgage, the pur- 
chaser assuming the mortgage. 

The profits arise from the following sources: 

Dividends 
Interest on Bonds 
Interest on Bills Receivable and Land Con- 
tracts 
Net Rentals after paying Taxes, etc 
The charges consist of the following items: 
Office Expenses 
Interest on Mortgage and Bills Payable 
Premium on Bonds written off 
Executors’ Fees allowed by Court 5,000. 

The accrued interest on bonds, bills receivable and land contracts 
at the close of the executors’ term of office is found to amount to 
$6,100.00. 

Set up journal and cash book entries and ledger accounts, and 
prepare suitable summarized statement of executors’ transactions for 
presentation to the beneficiaries. 

(4) A manufacturing company that had been in business for a num- 
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ber of years, began operations the first of a certain year in an entirely 
new plant, built to last 20 years, the building of which was made neces- 
sary by wear and tear and obsolescence affecting the old plant. The 
new equipment cost $200,000.00, for which the company issued 10 ob- 
ligations of $20,000.00 each at 6%, maturing the first of each year fol- 
lowing the date of their occupancy of the new plant. The old plant 
has been disposed of at a scrap value of $10,000.00 when it was vacated, at 
which time the balance sheet of the company showed: 


Capital Stock 

Surplus 

Profit and Loss 
Gross Sales for year 
Less Operating Expenses 


Floating Debt 


The new plant was at once added to the asset values at $200,000.00, 
and the company’s liability on its obligations shown for the same amount. 

Owing to competition and limited use of the products, the sales have 
been uniform for a number of years, and could not be expected to in- 
crease, but the new and improved machinery, with better methods of manu- 
facture, saves 10% in operating expenses (including therein 6% interest 
on the borrowed money) by their method of accounting. 
' The books have shown a net earning of $25,000.00 per year as foi- 
ows: 
Gross Sales 
Operating Expenses: 

Manufacturing Expenses 

Repairs * 

Selling 

General 

Taxes 

Insurance 

Ground Lease Rentals 


At the close of the first year’s operations of the new plant, the bal- 
ance sheet showed as follows: 


ASSETS 


Other Assets 


Capital Stock 
Surplus 
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Profit and Loss 
Sales for year 
Less Operating Expenses 


Notes Payable 
Floating Debt 


The balance sheet is submitted, and a dividend declared. 

Discuss all the foregoing, and illustrate your conclusions, and draw 
up statement showing what, in your opinion, is the true condition of the 
company. 

(5) Two printing and stationery houses decided to combine their 
businesses for the purpose of reducing expenses. An accountant is 
called in to examine the books of each company and to report upon 
the financial condition of each and also upon the past profits. Owing 
to the fact that corporation A has never separated its purchases as 
between its retail and its manufacturing department, he finds it im- 
possible to prepare a combined profit and loss account showing the gross 
profit of the retail departments and the manufacturing departments of 
each company. The following statement, however, exhibits a summary 
of their combined trading accounts: 

Total Sales $372,000.00 
Cost of Material in Goods Sold 
Manufacturing Labor 





Gross Profit 
Less Total Expenses 


Net Profit $30,000.00 - 

The amalgamation is effected, and after carrying on the business for 
twelve months an inventory is taken and the ks closed. It is 
found that instead of realizing a profit of $30,000.00, they have only 


made a profit of $14,000. 
An analysis of the various accounts, made by their accountant showed 


the following summarized statement :— 
RETAIL DEPARTMENT. 
‘ Total Sales 


Less Cost of Merchandise 


Gross Profits Retail Department $57,000.00 
MANUFACTURING DEPARTMENT. 
NE FE nnn 0d cwntinns dake theneiitahamnsde $181,000.00 
Less Cost of Material in Mdse $64,000.00 
- Manufacturing Labor 


Gross Profits Manufacturing Dep’t $54,000.00 


$111,00.00 
Less Expenses 97,000.00 


: . $14,000.00 

As a basis of comparison with the former year’s results, the per- 
centages of corporation B in respect to their retail department and m.anu- 
facturing department, may be accepted as applying to the whole of that 


year’s results of the combined companies. ese percentages were as 


follows :— 
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RETAIL DEPARTMENT. 
Sales . 
Cost of Merchandise 
Gross Profit 


Cost of Material in Merchandise 
“ Manufacturing Labor 


Gross Profit 


From the above information work out by percentages and show 
the causes affecting the reduction in profits from $30,000 to $14,000. 

(6) On the jist of December, 1905, the books of the A and B 
Co. showed the following Trial Balance before making closing entries: 
Inventory, Jan. Ist, 1905 $125,000.00 
Sales $1,280,658.00 
Cash on hand and in Bank 
Petty Cash Account 27.00 
Purchases 
Returns 
Goods on Consignment with Euro- 

pean Agents at selling prices. ...$17,000.00 
Freight, Insurance and expenses on 

18,500.00 


Salaries 12,600.00 
Wages 135,418.00 
Rent and Taxes I 00 
Factory Expenses 64,582.00 
Accounts Receivable (Subject to 5% Discount 

at one month) 400,625.00 
Accounts Payable (Subject to 2% Discount at 

one month 
Bills Payable 
Furniture and Fixtures 26,000.00 
Premiums paid on purchase of Lease (Lease 

acquired January Ist, 1905, expires Dec. 

, 31st, 1914) 29,500.00 

Miscellaneous Expenses 27,825.00 
Surplus as at Jan. Ist, 1905 133,920.00 
3,000 Shares in the “O. K.” Company (at 

cost) 
Capital Stock 500,000.00 
Dividends on Investments 36,000.00 


$2,060,805.00  $2,060,805.00 


Prepare Profit and Loss Account and Balance Sheet after taking 
into consideration the following matters and making any adjustments 
in the accounts which you consider advisable: 

The inventory of merchandise on hand Dec. 31, 1905, amounts to 
$117,850.00. The amount of bills payable, $25,000.00, falls due March 
31st, 1906, and was discounted Oct. Ist, 1005, $625.00 being charged to 
miscellaneous expense for discount as at t date. 

The last dividend on the “O.K.” company Stock was received in 
May, 1905, and was at the rate of 6% for the year ending April 30, 1905. 
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Theory of Accounts. 


Tuesday, May 8, 1906, 9.30 a. m., to 1.30 p. m. 

75 credits necessary to pass, out of a possible 100 credits. 

Each complete answer will receive 10 credits. Do not repeat ques- 
tions on examination papers but write answers only, designating the 
questions by number. The intelligence indicated by answers will be 
considered in marking the applicants, as well as the technical accuracy 


of such answers. 


(1) Special Trustees are named in a will to administer ten separate 
trusts, the terms of which are that the beneficiaries named in each 
trust shall receive the income on certain specific amounts on a 4% basis. 
The trustees after making an appraisal of various securities left by the 
decedent, turn over to each trust certain securities which on a 4% basis 
will make the amount specified in the will. They open one set of books 
to take care of all transactions affecting the ten trusts. Prepare the 
opening entry or entries on the Journal, and describe the best form 
and rulings for keeping these trusts in one set of books. 

(2) Describe briefly a simple system of book-keeping for either :— 

(a) A proprietor or lessee of a theatre, who receives all profits ac- 
cruing from the production of plays in such theatre after paying to the 
theatrical company a certain percentage of the gross receipts. 

(b) A village, town or city in respect to keeping accurate records of 
special assessments. 

(3) Discuss the term “Income and Disbursements” as used on An- 
nual Reports of Life Insurance companies furnished to various State 
insurance departments. What do Non-Ledger Liabilities and Non-Ledg- 
er Assets include in such reports? What dangers, if any, may be an- 
ticipated by a method of book-keeping where certain liabilities and assets 
are not carried on the books of account? 

(4) Describe the various methods which you have met with for 
writing off the premium on bonds purchased, pointing out their weak- 
nesses or advantages. What is the most scientific method of dealing 
with premiums paid and upon what principle is it based? 

(5) Sketch forms of disbursement voucher and journal voucher. 
What method would you use to insure prompt return of vouchers sent 
out, and what is your method of filing all vouchers for ready reference? 

(6) Name the various methods of distributing “Factory Expense” 
or “Factory Burden,” so as to apportion same to the cost of the article 
or articles manufactured, stating advantages of each in various kinds 
of business. 

(7) Explain how you would install for a large concern a system of 
book-keeping arranged so that only the proprietor or officers of the 
company, together with their auditor (a certified public accountant), 
shall be cognizant of its financial condition and annual profits or losses. 

(8) A Land Company or Association is incorporated and pur- 
chases fifty acres of land which it sub-divides into blocks and lots. It 
then negotiates the sale of first mortgage bonds on the whole prop- 
erty, from the proceeds of which it makes the streets, lays the sewers 
and side-walks and carries out other improvements, after which it places 
the lots on the market for sale. Wherein do these bonds differ from 
those secured by a plant? Describe the journal entries you would expect 
to make on the sale of one of these lots sold on a contract. The con- 
tract provides that when one-half of the purchase price has been paid, 
title will be given to the purchaser subject to a mortgage for the unpaid 
portion. What entries would you then make? How would you close 
the books at the close of each fiscal year? 
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(9) Describe fully what procedure and methods you would adopt, 
if called upon to introduce and install an entirely new system of book- 
keeping (not cost accounting) into the office of a large manufacturing 
concern. 

(10) Draw up a form of “Check Register” to be used in conjunction 
with a complete Voucher System, it being intended that the Check 
Register shall take the place of the disbursement side of the Cash Book 
and shall also record the deposits and withdrawals in three different bank 
accounts. Discounts on goods purchased to be handled through the 


Voucher Journal. 
Commercial Law. 


Tuesday, May 8, 1906, 1.30 p. m. to 4.30 p. m. 

75 credits are necessary to pass, out of a possible 100 credits. 

Each complete answer will receive 10 credits. Do not repeat ques- 
tions on examination papers, but write answers only, designating the 
questions by number. The intelligence indicated by answers will be con- 
sidered in marking the applicants, as well as the technical accuracy of 
such answers. 


(1) What are the advantages of incorporating a business? For 
~— purposes may corporations be formed in Illinois? Name exceptions, 
if any. 

(2) Must each share be paid for in full by each subscriber to an 
Illinois Corporation before a certificate of stock may be issued to him? 

May capital stock be paid for in property? 

(3) Stock certificates issued to the original subscriber bearing the 
printed words “Fully paid and non-assessable,” when in fact it was 
only partly paid for; subsequently it is sold and assigned to a purchaser 
without notice of the fact that it is not paid for in full) What remedy 
has a creditor of the corporation against the original subscriber and 
against the transferee? 

(4) Has the holder of a single share of stock the right to inspec- 
tion of the books? If so, when, where and under what circumstances? 

(5) How should an agent execute negotiable paper in order that 
it might be binding on the principal and not upon himself? 

(6) When is an acceptance by mail or telegraph of an offer com- 
plete? When can an offer be withdrawn without liability? 

(7) When goods are ordered of a New York Corporation by a 
Chicago business house, whose agent is the carrier? Who can bring 
suit if the goods are lost in transit? 

The date of maturity of a note is changed by the payee with 
the consent of the drawer. How does it affect the surety on the note, 
if the alteration makes the note due at an earlier date? At a later date? 

(9) A shoemaker sells out his business to a corporation and agrees 
not to go in business in the State of Illinois for a period of 25 years. 
Ten years later he establishes himself again in business in Illinois. Has 
the corporation a right to recover in an action for damages for breach 
of his contract? 

(10) What is the liability of a bank in reference to negotiable paper 
left with it for collection, which it is necessary to send to another city 
for collection? 

Auditing. 
Wednesday, May 9, 1906, 9.30 a. m. to 12.30 p. m. 
_—— necessary to pass out, out of a possible 100 credits. 
ch complete answer will receive 10 credits. Do not repeat ques- 
tions on examination papers, but write answers only, designating the 
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questions by number. The intelligence indicated by answers will be con- 
sidered in marking the applicants, as well as the technical accuracy 
of such answers. 


(1) You are called upon to audit the books of a “Holding Com- 
pany,” owning 90 per cent. of the stocks of six large manufacturing 
companies scattered over the United States. From the books of the 
“Holding Company” you are requested to prepare a Certified Balance 
Sheet and Profit and Loss Account, it being stated that it is not to 
be used for publication, but will be mailed to one of the shareholders 
who appears to be disgruntled. Balance Sheets and Profit and Loss 
Accounts of the subsidiary companies signed by their respective Secre- 
taries, are produced for your inspection but you are refused access to 
the actual books of account of these companies. Explain fully what 
your course of action would be in this matter and your reasons therefor. 

(2) In an audit stipulating for the examination of all vouchers of 
every description, what would be proper vouchers for the following: 
purchases, returned purchases, sales, returned sales, cash receipts, cash 
payments, journal entries? 

(3) You are called upon to examine the books of a Life Insur- 
ance Company. Explain fully how you will verify the fact that all 
securities carried on the books of account are duly accounted for, and 
your method of carrying out such verification. 

(4) You are called upon to audit the books of account of the 
executors and trustees of an estate. The executors completed their 
duties 18 months after the death of decedent. Explain the essential 
features of an audit of this character. 

(5) You are called upon to make a balance sheet audit of a National 
Bank with a Capital Stock of $1,000,000.00 and deposits of $10,000,000.00. 
Explain fully how you will verify the cash balances. 

(6) A Construction Company is carrying out work on a number 
of contracts. At the close of its fiscal year, these contracts are in all . 
stages of completion, from those which are just begun to those which 
are almost finished. How should you compute their value as an asset 
in the Balance Sheet? 

(7) What step would you take to satisfy yourself that the cash 

receipts of a business for a year are as stated on the books? 
(8) In determining the result of the operations of a company whose 
business requires the use of a large number of tools and implements, 
what general rule would you consider? 

(9) In presenting a balance sheet, what items are matters of fact and 
what items are opinions, and taken as a whole, are you establishing 
a fact or an opinion? 

(10) Can, or cannot, a going concern, employing a salaried manager 
and superintendents, charge any part of their salaries to cost of improve- 
ments or extensions that may be added to the plant at intervals? In 
either view, why? 


Woonsocket Accountants and Bookkeepers. 


A meeting of the Woonsocket Association of Accountants and Book- 
keepers was held in the hall of the Woonsocket Commercial School Tues- 
day evening, May 8. Papers were read by E. L. Arnold, Fred Hilton, R. E. 
Carpenter, H. N. Morin, J. J. Wylde, M. F. Bellows, E. B. Hill, F. A. 
Jillson and E. C. Sherman. Eight new members were admitted into the 
society and two applications for membership were received. A num- 
ber of letters from other associations were read by the secretary. All 
expressed good will and wishes for the success of the Woonsocket Asso- 
ciation. 
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THE ART OF WALL STREET INVESTING. By John 
Moody. Pp. 167. New York. The Moody Corporation: 1906. 
This little book is on a subject in which there is everlasting 

interest. Indeed, it is a wonder that more books about invest- 
ments have not been written, for there is a large and growing de- 
mand for them. Mr. Moody is well qualified for the task he has 
undertaken, and the only regret the reader of his book will have 
will arise from the fact that he is so quickly through with it. The 
book is really an introduction to the art of investing, and by no 
means anything like a complete treatise. Nevertheless it will be 
of real value to that large mass of small investors who are remote 
from Wall Street and have not the time to make a study of its 
methods or of the properties which are bought and sold there. 

The book is divided into ten chapters, in which Mr. Moody 
discusses the nature of bonds and stocks, analyzes some typical 
railroad and industrial securities, points out the difference between 
investment and speculation, and warns the reader against various 
“ get-rich-quick ” schemes. The closing chapter contains ex- 
planations of many of the technical terms used in the Street. The 
book contains a clear and untechnical explanation of the accounts 
of corporations. 

LAWS OF BUSINESS. With Forms and Directions for all 
Transactions and Abstracts of the Laws of all the States and 
Territories on Various Topics. By Theophilus Parsons, 
LL.B.; New Revised Edition. Pp. 867. Hartford: S. S. 
Scranton Co.; New York: The Accountancy Publishing Com- 
pany. 1906. 

This is one of the most complete and serviceable of all the 
books on business law which have been made for the everyday use 
of laymen. Professor Parsons first published the work in 1878, 
and since then it has been subject to frequent revision. While 
lawyers quite commonly condemn it, as they do all law books made 
for laymen, on the ground that it is unscientific in its method, 
nevertheless the book is capable of being very helpful in the hands 
of sensible business men. Nobody should refer to it for the set- 
tlement of a fine point in law, nor should any man seek by its use 
to avoid a lawyer’s fee in any matter of much consequence. It 
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really contains the ordinary rules of business law; in other words, 
the information with regard to law which a levelheaded man ac- 
quires in the course of a life of business. If a man uses such a 
book, not that he may be his own lawyer, but that he may acquire 
some knowledge of the rules of law more quickly than he can by 
experience, he will find it a book worth having. In many respects 
a popular book on business law is like the family medicine book— 
of some value in the absence of experts, but not to be relied on in 
any real emergency. One of the best features of Parsons’ book 
is found in its numerous forms of deeds, mortgages, leases, etc. 
These forms are carefully indexed, as indeed is the whole book. 
FAILED SAVINGS BANKS. By Willis S. Paine, LL.D., author 
of Paine’s Banking Laws, Second Edition. Pp. 170. New 

York: The Financier. 1906. 

This book presents an interesting summary of the condition of 
savings banks that have failed in the State of New York. It 
analyzes the failures, locating the causes and showing the results 
of receivership management. The book contains information of 
value to all students of banking. 

ELEMENTARY PRINCIPLES OF ECONOMICS. Together 

with a Short Sketch of Economic History. By Richard T. 

Ely, Ph. D., LL.D., and George Ray Wicker, Ph. D. Pp. 388. 


New York: Macmillan Co. 1905. 
This is one of the best elementary treatises on economics that 


thas been published in this country. While the subject is one 


which cannot be mastered by the mere reading of an elementary 
text-book, nevertheless Ely and Wicker have made a book which 
the average business man will find very suggestive and interesting. 
It clearly states the general principles of the science, and illus- 
trates them with numerous concrete examples. The book should 
be within the comprehension of high school students. 


The Institute of Accounts. 

The May meeting of the New York Institute of Accounts was 
held at the Fifth Avenue Hotel, Tuesday evening, May 15. The 
address of the evening was delivered by Mr. Alexander D. Pen- 
fold; his subject being “ The Future Certified Public Account- 
ant.” The next meeting of the Institute will be held on Friday, 
June 15. This will be the last meeting held before the summer 


intermission. 
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Meetings of Societies. 


The Pennsylvania Institute. 

The annual meeting of the Pennsylvania Institute of Certified 
Public Accountants was held Tuesday evening, May 1, at Booth- 
by’s Restaurant, Philadelphia, following an informal dinner. Af- 
ter the transaction of the general business, the following officers 
were elected for the ensuing year: President, Adam A. Ross, Jr. ; 
Vice-President, Lawrence E. Brown; Secretary, William W. 
Rorer ; Treasurer, Charles Lewer ; Council, William E. Montelius, 
Edward P. Moxey, Edward C. Spaulding, J. D. Stinger, William 
M. Lybrand ; Auditor, John F. Steenson ; Delegates to the Ameri- 
can Association: J. E. Sterrett, H. G. Stockwell, Robert H. Mont- 
gomery; Alternate Delegates to the American Association: 
Charles Lewer, Joseph M. Pugh, Edward P. Moxey. 

Mr. Henry C. Magee, C. P. A., of New Jersey, a non-resident 
member of the Institute, read a highly interesting paper on “ De- 
partment Store Accounting.” The paper was accompanied by 
the technical forms. 


The I. P. A'S ja Dida: 


The annual meeting of the Incorporated Public Accountants 
of Massachusetts was held at Boston, May 10, 1906. The officers 
for the ensuing year were elected as follows: President, Harvey 
S. Chase; Vice-President, Thomas S. Spurr; Secretary, William 
Dillon; Treasurer, William C. Newell; Auditor, Joseph S. Par- 
sons ; Members-at-large of Executive Committee, William Frank- 
lin Hall, Herbert F. French, Frederick C. Tufts. 


New York Accountants and Bookkeepers. 


The New York Society of Accountants and Bookkeepers met 
at the Fifth Avenue Hotel on Tuesday evening, May 8. The lec- 
turer of the evening was Mr. Leon Brummer, C. P. A., who 
took for his subject “ Cash Books.” He described several novel 
methods and received a hearty vote of thanks from the members 
present. The meeting held on Tuesday, May 22, at the same 
place was devoted to an address delivered by Mr. Thomas Conyng- 
ton of the New York Bar. His subject was “Close Corpora- 
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tions.” The lecture was an able and instructive one, and the 
editors hope to publish it in THE JourNAL in the near future. 


New Jersey Accountants and Bookkeepers. 


The New Jersey Society of Accountants and Bookkeepers held 
a meeting on Wednesday evening, May 16, in the New Audi- 
torium, Newark, N. J. The lecturer of the evening was Mr. John 
C. Penrose, who addressed the gathering on “ The Advantages of 
Associations to Accountants and Bookkeepers.” 


Annual Meeting of New York State Society. 


The Annual meeting of the New York State Society of Certified 
Public Accountants was held on Monday evening, May 14, in the Ban- 
quet Hall of the Waldorf-Astoria. There were more members at this 
meeting than at any previous meeting in the history of the society. 
77 members of the society (nearly two-thirds of the entire membership) 
were present. Preceding the meeting some 35 of the members dined 
together at Mouquin’s. The election of officers and directors for the 
ensuing year was the principal event of the evening. There were two 
tickets in the field; the Nominating Committee had nominated as follows: 


For President, Franklin Allen, 

“1st Vice President, Francis Gottsberger, 
“ 2nd Vice President, Thomas P. Ryan, 

“ Secretary, Leon Brummer, 

“ Treasurer, William F. Weiss, i 

For Directors—F. J. Mac Rae, E. W. Sells, J. R. Loomis, Francis How, 
Alfred Rose, F. R. Clair, S. D. Patterson, John B. Niven, W. D. Loudoun, 
T. B. Dean, E. L. Suffern, H. C. Maass. 

The Independent ticket named Henry R. M. Cook for 7a. 
Francis How for Treasurer, and for directors nominated A. H. Wicks, 
' S. E. Sargent, C. E. LeJeune and H. F. Searle in place of John R. 
Loomis, John B. Nevin, T. B. Dean and Francis How. 

The return of the tellers, showed the election of the entire “Regular” 
ticket, except that Mr. Francis How, the nominee of the “Independents,” 
was re-elected treasurer, and Mr. H. F. Searle was elected a director. 

Mr. Cook and Mr. Sells escorted Mr. Allen to the chair, and Mr. 
Allen in his address to the society stated that he hoped to be the standard 
bearer of the Certified Public Accountants of the State of New York, in 
their onward and upward march. 

A vote of thanks was tendered to the outgoing officers and directors, 
more especially to President Farquar J. Mac Rae, who for three years has 
with great judgment and consideration presided at the meetings of the 
society. 

The following is a copy of a minute adopted by the society: 

“The members of the New York State Society of Certified Public 
Accountants in common with all civilized people have learned with 
horror and dismay of the ogqeiing disaster that has befallen the State 
of California and, in annual meeting assembled desire to express their 
sympathy for the people of California at large and their professional 
brethren in California in their hour of distress.” 

The lateness of the hour prevented the election at this meeting of dele- 
gates to the American Association of Public Accountants. 
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Bond Valuations of Savings Banks. 


Many of the savings banks in the State of New York have 
been keeping the accounts of their bond investments on par values 
instead of writing off the premiums progressively according to 
actuarial methods. The reports required by the Bank Department 
have been based on market values, and the reports as distributed 
to the public have been issued in either of these two ways, or in 
a combination of both. The result has been that no intelligent 
idea of the progress of the banks could be formed by comparison 
of the surplus at different dates, as the real earnings could not be 
distinguished from the effects of incidental causes. 

The Executive Committee of the Savings Bank Association of 
the State took up the matter and appointed a sub-committee con- 
sisting of Messrs. Mills of the Dry Dock, Rhoades of the 
Greenwich, Schieren of the Germania of Brooklyn, and Balfe of 
the Newburgh Savings Bank. The report of this Committee was 
adopted by the Executive Committee, and submitted to the Asso- 
ciation, by which it was also adopted. 

The Committee reported: ‘“ That they have given careful 
consideration to the matter and are of the opinion that the techni- 
cal difficulties of establishing a uniform system of amortisation 
ought not to prevent the Savings Banks of the State from ascer- 
taining accurately their earnings. 

“ Probably no other large business interest exists which can- 
not by its system of accounting produce a substantially accurate 
profit and loss account. With the savings banks at present this 
is impossible, because profit and loss on the basis of par values 
is unduly distorted by the premium account and on the basis of 
market values by the temporary fluctuation of prices. 

“In order, therefore, that the banks may learn their true 
earnings, we recommend the establishment of a uniform system 
of amortisation, by which a proper portion of the premium or 
discount upon interest-bearing securities shall be written off at 
fixed intervals; and by which the surplus account shall be based 
upon a valuation of such securities at the same income basis at 
which they were purchased.” 

“Tt is anticipated that within a reasonable time, the banks will, 
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as some of them have already done, have modified their methods 
so as to be able to give the exact “ book value,” or “ investment 
value.” 


Municipal Accounts Need Attention. 
Department of Commerce and Labor. 
BUREAU OF THE CENSUS. 
WASHINGTON, May 18, 1906. 

To THE Eprtors :—I would suggest that at the present time 
some more attention should be given in this and other accountancy 
journals to municipal accounts,—the relation of these accounts 
to the administrative problems and legal duties of city officials. 
From my experience in this office, in connection with municipal 
financial statistics, I am impressed with the fact that many ac- 
countants who are at the present time essaying to install new and 
improved municipal accounts are not familiar enough with these 
problems, and hence do not make their accounts, as arranged, 
serve the same purposes for cities that they would be enabled to 
make accounts devised by them for commercial concerns. The 
question is one fraught with a great deal of popular interest, and 
is of vast import for the future management of our municipalities. 
Pardon me for the suggestion. 

With best wishes for your paper, I am, with sincere respect, 

Very truly yours, 

L. G. PowEs. 


Firm Announcements. 


Mr. George W. Temple, C. P. A., late of the firm of Temple & Shor- 
rock, 427-8 Pioneer Building, has opened offices at 318 Pacific Block, 
rion Da Washington, where he will continue in the practice of his pro- 
ession. 

Mr. J. J. Rahill of San Francisco, author of “ Corporation Accounting 
and Corporation Law,” escaped from the earthquake and fire in San Fran- 
cisco with the loss of his stock in the San Francisco office. He is now 
located in Berkeley Cal., and as he fortunately had a reserve stock of 
books at Fresno, he is in a position to fill all orders promptly. His 
present address is P. O. Box 257, Berkeley, Cal. 

Schultz, Comins & Brown have removed their offices to 73 Nassau 
Street, New York. 

Marwick, Mitchell & Co., Chartered Accountants, of 79 Wall Street, 
New York, who already have branch offices in Chicago, Pittsburgh and 
Minneapolis, have opened new branches in the Drexel Building, Phila- 
delphia, and in the Despatch Building, St. Paul. The Philadelphia office 
will be in charge of Mr. James Hall, C. A., and the St. Paul office in 
charge of Mr. John M. Stuart, C. A 

Robert Hamilton Rucker announces that he has removed to 27 Pine 
Street, New York. - 
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